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Foreword 
 
 
In 2003, the Korean insurance industry faced new challenges from the 
economic environment and within the industry itself. The domestic recession 
and the persistent low interest rate resulted in inexperienced difficulties for 
insurance market players. Also, the introduction of Bancassurance and the 
upsurge of direct distribution channels redistributed the previous insurance 
market share.  
 
Exports have played a crucial role in preserving the nation’s economy. It was 
predicted that the economy would improve because of increased exports, but 
in 2003 enough domestic demand to maintain the nation’s potential GDP was 
not developed. The relationship between exports and domestic demand was 
lost, resulting in a domestic recession and the insurance industry having to 
face a weaker economic environment.  
 
To get out of the economic recession, the interest rate was changed, breaking 
its lowest record. A series of decreases in the interest rate did not provide a 
good financial environment to the insurers who invested a relatively large 
amount in bonds.  
 
The combination of the domestic recession’s sluggish household purchasing 
power and the lower interest rate brought very unfavorable conditions to 
insurers.  
 
The introduction of new distribution channels such as Bancassurance and 
direct marketing provided more competitive marketing environment. 
Bancassurance gave foreign life insurers the momentum to enter into market 
share competition and encroach on other insurer’s market share by merging 
companies and promoting efficiency of sales channels.  
 
Another change to market share was brought by successful online direct 
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marketing in the auto insurance industry. Insurers specializing in online auto 
insurance survived unfavorable economic conditions by cost-cutting.  
 
Moreover, forthcoming supervision through the risk assessment and 
application system (RAAS) and the shift of supervisory focus to risk-based 
capital (RBC) will require stricter and sound risk management standards to 
insurers. 
 
The purpose of this book is to discuss recent developments of the Korean 
insurance industry and to show its economic and regulatory environment 
described above. We hope this book will be useful to readers, particularly 
foreign and domestic insurers and investors. 
 
I would like to express my appreciation for the work of Dr. Tae Yol Lee, Mr. 
Junghwan Lee, Mr. Jin-ock Kim, and Mr. Dong-hyun Shin in preparing this 
book.  
 
 
 
___________________  
Chang-Soo Kim 
Chairman and President  
Korea Insurance Development Institute  
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Population and Demographic Trends 
 
1. Population 
 
Summary of population statistics by age group 
Age range 1990 2000 2010(E) 
Age range 
Number 
(Thousand) 
% 
Number 
(Thousand) 
% 
Number 
(Thousand) 
% 
0 to 9 7,047 16.4 6,781 14.4 5,344 10.8 
10 to 19 8,369 19.5 6,972 14.8 6,663 13.4 
20 to 64 25,259 58.9 29,860 63.5 32,285 65.1 
Over 65 2,195 5.1 3,395 7.2 5,302 10.7 
Total 42,869 100.0 47,008 100.0 49,594 100.0 
Source: Estimated Population, National Statistical Office 
 
The last census in 2000 indicated a population of 45,985,289, 
three-quarters of which were urban dwellers. The population 
density is 472.6 people per square kilometer, the highest 
population density in the world after Taiwan and Bangladesh.  
 
The rate of population growth has declined in recent years, from 
a high of almost 3 percent two decades ago to 0.6 percent in 
2003. This is a result of successful family planning programs and 
marriage at older ages. The rapidly decreasing birthrate is a 
major concern. The total number of births per woman dropped 
from 1.47 in 1998 to 1.17 in 2002, the world’s lowest level.  
 
A recent demographic trend shows a gender imbalance in the 
younger generation which results from Korean society’s 
preference for males.  
 
The number of male babies per 100 females under age 4 was 
108.0 in 1985, and increased to 111.2 and 113.4 in 1990 and 
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1995 respectively. This imbalance has been offset in recent years 
as the social status of women has improved. The figure went 
down to 110.2 in 2000 and is expected to decrease at a 
consistently slow pace. 
 
The population is relatively young. In 2000 63.5 percent of the 
working population supported 7.2 percent of those aged 65 and 
over.  
 
Currently, Korea’s social security system is not afflicted by the 
aging population. However, with the decreasing birthrate and 
increasing life expectancy, it is inevitable that there will be 
problems. The proportion of those aged 65 or over is expected to 
double to 10.7 percent in 2010 from 1990’s figure.  
 
2. Life Expectancy 
 
Life expectancy at birth, which was 73.4 years for men and 80.4 
years for women in 2001, has improved dramatically, reflecting 
an improvement in health. The gap between male and female life 
 
 
Life expectancy 
40
50
60
70
80
90
71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 02
0
5
10
15
20
25
30
female - male male female
years gap(years)
           Source: National Statistical Office.  
Insurance Research Center  11
expectancy, although it remains large, has decreased from 8.4 
years in 1985 to 7.1 years in 2002. 
 
The mortality rate also decreased to 5.1 people per 1,000 in 2003 
compared to 8.0 in 1970. Nearly all Koreans are provided with 
public medical insurance benefits. 
 
Economy 
 
1. Economic development 
 
Considering Korea was one of the world’s poorest countries in 
the 1960s, economic growth was phenomenal over the last three 
decades. Korea became a member of the OECD in 1996, just 
before its economic crisis in 1997. Following an agreement with 
the IMF, Korea reformed its economy to overcome inefficiency 
and the previously closed economic system.   
 
The recovery was faster than expected. After just one year of 
severe recession, the economy bounced back and became more 
competitive. 
 
In 2000, the Korean economy was re-evaluated as being 
equipped with a sound financial system with a well-balanced 
competitiveness between new and traditional industries.  
 
Korea faced recently a domestic recession. In 2003, although the 
export market expanded, the domestic market hardly improved. 
Exports account for more than 40 percent of GDP. Despite active 
industrial production for export, consumers and corporations are 
reluctant to spend in the domestic market. 
 
The solution lies in making the Korean market more attractive for 
investment. As well as improving the economy, Korea also aims 
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to reach a more difficult goal of improving various aspects of 
society including education, health care and the aging population. 
 
Economic indicators 
 
1. Gross domestic products 
 
After the financial crisis in 1997/8, the GDP growth rate 
fluctuated. It recorded 8.5 percent in 2000, but plunged to 3.8 
percent with the worldwide recession in 2001. Again it rebounded 
to 7.0 percent with the boom in exports and domestic 
construction in 2002. Exports sustained their strength in 2003 
while the domestic economy remained in recession. Korea only 
recorded a GDP growth rate of 3.1 percent. Gross National 
Income (GNI) per capita has stably increased.  
 
Thanks to the appreciating Won, it achieved a new record of 
$12,646 per capita in 2003, higher than the previous record of 
$12,197 in 1996. 
 
GDP growth rate and GNI per capita  
-8
-4
0
4
8
12
91 92 93 94 95 96 97 98 99 00 01 02 03
0
5
10
15
20
GNI per capita GDP growth rate
% $ 1,000
               Source: Bank of Korea.  
Insurance Research Center  13
2. Current account balance 
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One major factor of the financial crisis was the excess deficit in 
international trade. With the crisis, domestic depression and the 
depreciated Won caused more than $40 billion surplus in the 
current account balance. Since then, its magnitude has 
decreased with economic recovery. The surplus in 2002 was $5.1 
billion, almost one-eighth compared with that of 1998. However, 
the surplus more than doubled to $12 billion, with exports 
booming in 2003. It was caused not only by a strong increase in 
exports of 19.3 percent, but also domestic recession.  
 
3. Employment 
 
In terms of the total unemployment rate, Korea has maintained a 
labor market that is closed to full employment. Even though the 
rate reached around 6-8 percent during 1998 and 1999, it was 
around 2-3 percent before the crisis and 3-4 percent after the 
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crisis. The problem lies in youth employment. The unemployment 
rate of the young generation lowered to around 6 percent in 2002 
following a downward trend of total unemployment. However, the 
recent domestic recession had a negative effect on youth with the 
unemployment rate rising from 6 percent in June of 2002 to 8.6 
percent in December of 2003. In contrast, the total rate showed a 
relatively stable movement from 2.8 percent to 3.6 percent in the 
same period. 
 
4. Inflation 
 
The inflation rate of the Consumer Price Index (CPI) and the 
Producer Price Index (PPI) was stable. Since 2001, the 
appreciation of Won to US dollar has maintained and lowered 
pressure to raise Price Indices. Inflation rate of CPI has been 
around 3 percent, even lower than around 5 percent before the 
crisis. Despite the real estate boom in 2002, the impact on 
domestic prices was insignificant so the inflation rate was 3.6 
percent for CPI and 6.1 for PPI in 2003. 
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Inflation rate (CPI & PPI)         
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5. Interest rate 
 
Interest rate  
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Since 1999, the yield rate of long-term bonds has maintained a 
downward trend. The Bank of Korea has generally supported this 
trend by consistently lowering the target call rate with a few 
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exceptions of rate increase. This trend has been supported by a 
sufficient money supply, low inflation rate and a worldwide 
downward trend of interest rates. In 2003, the average yield rate 
of Corporate Bond 3-Year (CB), Government Bond 3-Year (GB) 
and Call 1-Day was 5.4, 4.5 and 4.0 each. As the long term 
interest rate has lowered, the spread between long- and short-
term bonds has narrowed from around 4 percentage points in 
2000 to 1.4 percentage points for CB and 0.5 percentage point 
for GB in 2003. 
 
6. Exchange rate 
 
The exchange rate skyrocketed to an annual average of 1,398.88 
won to the dollar in 1998 after the economic crisis hit the Korean 
economy in the late 1997. This is almost double the rate from 
before the crisis. As the economy recovered, the value of the 
Won stabilized again. Except for a strong dollar in 2001, the 
relative value of the Won has generally remained at 1,200 to the 
dollar and 10 to the yen since 2000. Given that Korea has 
maintained the surplus in international trade and financial 
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restructuring, there are not serious domestic factors to cause an 
unstable exchange rate.  
 
7. Stock price 
 
Stock prices dropped from the so-called semiconductor boom in 
the mid 1990s in the currency crisis. During this period, KOSPI 
lost more than half on an annual average basis. Like the economy, 
KOSPI recovered from the slump in 1999. However, it showed 
unstable fluctuations from factors such as the IT bubble in 2000, 
worldwide recession, the 9/11 terror attack in 2001, domestic 
recession and tensions in the Middle East in late 2002. These 
unstable fluctuations negatively influenced investors so that the 
trade volume has shrunk since 2002. However, KOSPI itself has 
increased with stock purchasing from foreign investors. 
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Country profile 
 
Official Name: Republic of Korea (Daehan-minguk) 
Official Language: Korean 
Capital: Seoul  
Population: 47.9 million (estimated in 2003) 
Other Major Cities: Busan, Daegu, Incheon, Gwangju, Daejeon, Ulsan 
 
1. Geography 
 
On the Korean peninsula, the Demilitarized Zone (DMZ) has separated South 
Korea from North Korea (Democratic People’s Republic of Korea) since the 
end of the Korean War in 1953.  
 
The north of the peninsula borders China at the Yalu and Tumen Rivers. The 
rest of the peninsula is surrounded by three seas: the East Sea (also known as 
the Sea of Japan) to the east, the Korean Strait to the south and the Yellow 
Sea to the west.  
 
The total land mass of the peninsula, including the islands, is 220,847 square 
kilometers. South Korea accounts for approximately 45 percent of the 
peninsula and is equal in size to Portugal or Hungary.  
 
2. Topography 
 
70 percent of the Korean landscape is mountainous or hilly, especially on the 
east coast which is rocky and rugged compared to the flatter areas in the west. 
Almost all available land is intensively cultivated. The principal Taebaek 
mountain range runs along the east coast and extends into the Sobaek 
mountain range. The tallest mountain is Mount Halla, a 1,950-meter cone 
located on Jeju Island. The longest rivers are the Nakdong River, 521 
kilometers in length and the 514-kilometer-long Han River, which flows through 
Seoul.  
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3. Climate 
 
Korea has a varied climate: a cold and dry winter, a hot and humid summer 
with late monsoon rains. Spring and autumn are pleasantly warm and dry. The 
mean temperature of January in Seoul ranges from -5°C to -2.5°C. In July, the 
range is from 22.5°C to 25°C. Annual rainfall averages more than 100 
centimeters; two-thirds of precipitation falls between June and September 
when the country is afflicted by typhoons. 
 
4. Language 
 
The country’s official language is Korean. It has the same roots as Turkish and 
Mongolian and is heavily influenced by Chinese. There are no significant 
linguistic minorities and regional dialects of Korean are mutually intelligible.  
 
5. Religion 
 
Religious freedom is protected by the Constitution. While there are diverse 
religious traditions in Korea, the main religion is Buddhism, although 
Christianity’s presence is stronger in Korea than other Asian countries, apart 
from the Philippines.  
 
6. Government and politics 
 
Since 2003, Korea has been in its 16th Presidency. The 17th President will be 
elected at the end of 2007 by direct popular vote and the new President will 
begin the single five-year term in 2008. Almost all of the National Assembly 
members are elected by popular vote for a four-year-term and the rest is 
appointed by political parties according to a proportional formula. 
 
Korea has nine provinces and seven provincial-level cities. Provinces divide 
into counties and ordinary cities; counties into townships and towns; townships 
into villages. While there has been a strong central government leadership, 
Korea has witnessed a trend of increasing local self-governance in recent 
years. 
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Market environment  
 
1. Overview  
 
The total insurance premium of fiscal 20031 increased 5.4 
percent to 70.821 trillion won ($59.8 billion), a 2.03 percent share 
of the global market, and held steady as the seventh largest 
market in fiscal 2003. The US market maintained its lead with 
total premiums of $1,055.5 billion, followed by Japan with $478.9 
billion, the UK with $246.7 billion, and Germany with $170.8 
billion.  
 
The inflation-adjusted growth rate of total premium in fiscal 2003 
was however –1.2 percent and lower than the GDP real growth 
rate, 3.1 percent. The nation’s industry market in fiscal 2003 
performed poorly. 
 
Total premium volume by country 
(Units: USD billion, %)  
Premium volume Changes 
Ranking Country 
2003 2002 Nominal 
Inflation-
adjusted 
Share of 
world 
market, 
2003 
1 U. S. 1,055.5 1,006.0  4.9 2.6 35.89 
2 Japan* 478.9 445.9 7.4 -0.1 16.28 
3 U. K. 246.7 236.8 4.2 -6.9 8.39 
4 Germany 170.8 135.8 25.8 3.4 5.81 
5 France 163.7 125.1 30.8 6.4 5.57 
6 Italy 111.8 84.1 33.0  7.6 3.80 
7 Korea* 59.8 56.7 5.4 -1.2 2.03 
* Fiscal year: Apr.1, 2003~Mar.31, 2004. 
Source: Sigma, No. 3/2004, Swiss Re. 
                                         
1 Source is Sigma No 3/2004, Swiss Re. It is different from KIDI’s revised 
statistics.  
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Insurance density: premiums per capita 
(Unit: USD)  
2001 2002 2003 
 
Life 
Non- 
life Total Life 
Non- 
life Total Life 
Non- 
life Total 
Korea* 763 297 1,060 822 338 1,160 874 369 1,243 
World 235 158 393 247 176 423 267 203 470 
* Fiscal year: Apr.1, 2003~Mar.31, 2004 
Sources: 1) Korean Statistics Yearbook, various issues, National 
Statistics Office. 
2) Sigma, various issues, Swiss Re. 
 
The insurance density, premiums per capita increased 7.2 
percent to $1,243.0 in fiscal 2003 from the previous year, the 
23rd highest figure in the world. The expenditure on premiums, 
which consistently exceed $1,000 per capita, compares favorably 
with the $469.60 per capita of the global market. The density rate, 
however, decreased 2.2 percentage points compared to fiscal 
2002.  
 
The insurance penetration, premiums as a percentage of GDP 
reached 9.63 percent in fiscal 2003 and ranked the ninth highest 
in the world after South Africa's 15.88 percent, the UK's 13.37 
percent, and Switzerland's 12.74 percent. Of the total, 6.77 
percent and 2.86 percent were in the life and non-life insurance 
sectors, respectively. The nation’s insurance penetration has 
declined for three consecutive years. The decreasing trend of 
penetration is has been attributed to the recent insufficiency of 
domestic demand that was adversely affected while the nation’s 
insurance industry was approaching its saturation point. The 
penetration of fiscal 2003 was down 3.47 percentage points from 
2000. For life and non-life insurance, the rate decreased by 3.13 
percentage points and 0.34 percentage point, respectively.  
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           Insurance penetration: Premiums in percent of GDP 
(Unit: %)  
2001 2002 2003 
 
Life Non- life Total Life 
Non- 
life Total Life 
Non- 
life Total 
Korea* 8.7 3.4 12.1 8.2 3.4 11.6 6.8 2.9 9.6   
World 4.7 3.2 7.8 4.8 3.4 8.1 4.6 3.5 8.1 
* Fiscal year: Apr.1, 2003~Mar.31, 2004 
Source: Sigma, various issues, Swiss Re.  
 
According to the life insurance subscription survey of 2000 
households, the private life insurance subscription ratio per 
household has sharply increased since the 1980s and registered 
85.4 percent in 2003. This figure is lower than the 93 percent of 
Japan, but much higher than the 76 percent of the United States. 
Moreover, when the mutual sector, including the post office and 
the agricultural association, is taken into account, the ratio 
increased from 86.2 percent in fiscal 2000 to 89.9 percent in 
fiscal 2003 and was 0.3 percent higher than Japan’s 89.6 percent 
in fiscal 2003.  
 
Life insurance subscription ratios per household  
(Unit: %)  
  FY’85 FY’88 FY’91 FY’94 FY’97 FY’00 FY'03 
Private life Insurance 32.4 32.8 37.8 50.9 69.2 81.9 85.4 
Mutual, Post office 1.2 2.8 3.2 2.9 4.1 6.4 13.4 
Mutual, Agricultural 
association 1.9 2.3 2.4 7.2 7.9 9.9 10.2 
Total 34.5 36.4 40.3 57.8 73.7 86.2 89.9 
Source: Consumers' Survey, various issues, Korea Life Insurance 
Association.  
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Source: Consumers' Survey, various issues, Korea Life Insurance 
Association.  
 
The nation’s life insurance market is reaching its saturation point 
from high insurance subscription ratio, density and penetration. 
Given that the total life insurance subscription ratio surpassed 
the level of developed countries, substantial future growth is 
unlikely to occur.  
 
 
2. Premium volumes and total assets  
 
Premium volume  
(Units: KRW billion, %)  
 FY’98 FY’99 FY’00 FY’01 FY’02 FY’03 
Life 46,390 
(-5.2) 
46,755 
(0.8) 
52,313 
(11.2) 
47,364 
(-9.5) 
49,067 
(3.6) 
50,393 
(2.7) 
Non-life 
14,254 
(-12.7) 
14,815 
(3.9) 
16,862 
(13.8) 
18,409 
(10.9) 
20,594 
(10.2) 
21,374 
(3.8) 
Total 
60,644 
(-7.1) 
61,570 
(1.5) 
69,175 
(12.4) 
66,060 
(-4.5) 
69,661 
(5.5) 
71,767 
(3.0) 
Note: Figures in brackets indicate year-on-year growth rates.  
Source: Monthly Insurance Report, various issues, KIDI. 
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Trends of premium volume  
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Source: Monthly Insurance Report, various issues, KIDI. 
 
Despite the introduction of new distribution channels such as 
Bancassurance, the nation’s total insurance premiums of fiscal 
2003 showed low growth mainly because of the economy’s 
recession.     
The total premium in fiscal 2003 increased 3.0 percent to 71.766 
trillion won2. The premium growth rate of fiscal 2003 was 2.5 
percentage points lower than the 5.5 percent of fiscal 2002 and 
was also down 2.4 percentage points from the nominal GDP 
growth rate of year 2003.  
 
For life and non-life insurance in fiscal 2003, the premium growth 
rates recorded 2.7 percent and 3.8 percent respectively, and 
were down 0.9 percentage point and 6.4 percentage points from 
fiscal 2002.  
 
The life insurance premium volume of fiscal 2003 fell below fiscal 
2000. The non-life insurance premium of fiscal 2003 recorded the 
lowest growth rate since the economic turmoil of 1997/8. 
                                         
2 Source: Monthly Insurance Report, KIDI. 
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Despite the high rise of pure endowment by the Bancassurance 
distribution channel, the reduction in endowment and group 
insurance adversely affected life insurance growth in fiscal 2003.     
 
Except for the long-term general insurance, all insurance by type 
recorded low or even negative growth: low growth in automobile 
and negative growth in both fire and marine insurance.  
 
The total assets of the insurance industry of fiscal 2003 
increased 13.3 percent to 226.184 trillion won: 14.1 percent with 
life insurance and 9.8 percent with non-life insurance.     
 
As for life insurance assets of fiscal 2003, despite low increase in 
premium, the rise of investment returns from the all year round 
rally of the stock market had a favorable effect. The life insurance 
assets of fiscal 2003 recorded 187.361 trillion won.  
 
Although non-life insurance experienced diminishing growth in 
direct premiums written and increase in incurred losses, the rise 
of investment returns was favorable so that the non-life assets 
amounted to 38.822 trillion won.  
 
 
Total assets  
(Units: KRW billion, %)  
 FY’98 FY’99 FY’00 FY’01 FY’02 FY’03 
Life 92,298 (1.5) 
110,295 
(19.5) 
122,539 
(11.1) 
143,034 
(16.7) 
164,223 
(14.8) 
187,362 
(14.1) 
Non-life 
22,430 
(12.5) 
 26,471 
(18.0) 
28,049 
(6.0) 
32,727 
(16.7) 
35,368 
(8.1) 
38,823 
(9.8) 
Total 
114,728 
(3.5) 
136,766 
(19.2) 
148,784 
(8.8) 
175,761 
(18.1) 
199,591 
(13.6) 
226,184 
(13.3) 
Note: Figures in brackets indicate year-on-year growth rates.  
Source: Monthly Insurance Report, various issues, KIDI. 
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Trends in total assets  
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Source: Monthly Insurance Report, various issues, KIDI. 
 
 
3. Industry landscape  
 
The number of Korean insurers rose from 23 to 46 during the 
liberalization of 1990/1991. As entry barriers were lowered, local 
companies, joint ventures and foreign companies entered the 
Korean insurance market, and in fiscal 1997, the total market 
size reached as many as 50 companies.  
 
In 1997, the financial crisis forced the supervisory authorities to 
restructure the insurance industry to regain the confidence of the 
market.  
 
Since the reform of the life insurance industry began in fiscal 
1998, the business rights of four life insurance companies have 
been withdrawn, and six companies were sold off the market 
owing to poor performance. During the restructuring in 2001, two 
more life insurance companies closed operations, leaving 11 
domestic life insurance providers as of the end of 2002.  
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Insurance companies in Korea  
Classification FY’91 FY’97 FY’98 FY’00 FY’01 FY’02 FY’03 
Domestic 20 21 18 14 11 11 11 
Joint Ventures 6 7 6 2 2 3 4 
Foreign 4 5 5 7 9 8 8 
Life 
Sub total 30 33 29 23 22 22 23 
Domestic 14 14 13 13 14 13 15 
Foreign 2 3 3 4 5 4 6 
Non- 
life 
Sub total 16 17 16 17 19 17 21 
Total 46 50 45 40 41 39 44 
Note: All figures are on a year-end basis.  
Sources: www.fss.or.kr and Insurance Statistics Yearbook 2003, KIDI 
 
Although Cardif Life Insurance Co., a France-based company, 
merged with Shinhan Financial Holding Company and obtained 
an operating license in 2001 and SH&C Life Insurance, a joint 
venture, entered the market in 2003, the total number of life 
insurance companies operating in Korea declined to 23 as of the 
end of 2003.  
 
In the non-life insurance industry, two unhealthy guarantee 
insurance companies merged in 1998. New players have entered 
the market since 2000 as deregulation and liberalization of the 
industry progressed. Royal & Sun Alliance launched its 
underwriting operations in Korea in 2000, followed by Kyobo Auto 
Insurance Company in 2001, First American Title Insurance 
Company in 2001, Kyowon-nara Auto Insurance Company in 
2003, Daum Direct Auto Insurance Company in 2003 and Mitshui-
Sumitomo Marine and Fire branch in 2003. The total number of 
non-life insurance companies increased to 21.  
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Trends in insurance companies 
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FY'90 FY'91 FY'97 FY'98 FY'00 FY'01 FY'02 FY'03
Life Non-Life
            Sources: Insurance Statistics Yearbook 2003, KIDI 
 
In summary, 13 insurance companies have ceased to operate 
and eight foreign insurance companies have entered the market 
since 1997. Therefore, 44 insurance companies were operating in 
the market as of the end of 2003: 23 life insurers and 21 non-life 
insurers, including a guarantee insurance company and a 
reinsurance company.  
 
4. Positioning of foreign companies  
 
Since 1990, the number of foreign subsidiaries, branches, and 
joint ventures operating in Korea surged to 18. Twelve deal with 
life and six with non-life insurance.  
 
Due to the drop in market share of Allianz Life Insurance 
Company, foreign life insurance market share decreased 1 
percent for the third quarter of fiscal 2003. However, the business 
growth in whole life and Bancassurance products raised foreign 
life insurers’ market share ratio to 13.6 percent of the total, an 
increase that was 3.1 percentage points higher than fiscal 2002. 
In the Bancassurance business, six foreign life insurers joined 
and attained 33.3 percent of the Bancassurance market on the 
first year premiums basis. 
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Premium income and market share for foreign insurers 
(Units: KRW billion, %) 
FY’01 FY’02 FY’03 
 
Life Non-life Life Non-life Life Non-life 
3,783 104 5,139 147 6,836 191 Foreign 
insurers 
(7.99) (0.60) (10.47) (0.70) (13.57) (0.90) 
Note: Each figure in a bracket indicates market share of life or non-life 
insurance industry.  
Source: Monthly Insurance Report, various issues, KIDI. 
 
For non-life insurance, the market share was up 0.2 percentage 
point than fiscal 2002 but fell behind 1 percent of the total market 
share.  
 
Despite their small size, foreign life insurance companies boasted 
better performance than their domestic competitors with respect 
to profitability and stability. While most domestic insurers suffered 
from a reduction in premium income and a shortage of liquidity in 
the late 1990s, the market share and profitability of foreign 
companies increased.  
 
5. Market concentration  
 
Korean insurers evolved into a highly concentrated industry 
during the financial crisis, driven by the "flight to quality" 
phenomenon. The market share of larger insurance companies 
has increased in recent years.  
 
The Herfindahl-Hirschman index for the life insurance of fiscal 
2002-2003 showed that the recent concentration of life insurance 
was relieved from 0.2271 in fiscal 2002 to 0.2024 in fiscal 2003. 
The concentration is attributed to the sharp growth of foreign 
insurers. As for non-life insurance, the concentration did not 
change much in fiscal 2002/2003, showing strong concentration.  
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Market concentration  
(Unit: %)  
Market share 
 Ranking Company 
FY’01 FY’02 FY’03 
1 Samsung Life 39.7 39.3 36.2 
2 Korea Life 19.8 19.3 18.6 
3 Kyobo Life 18.4 17.3 17.1 
4 Allianz Life 4.2 4.6 4.2 
5~7 
ING Life 
SK Life 
Hungkuk Life 
1.4 
2.7 
2.8 
2.3 
2.9 
2.4 
3.3 
2.6 
2.4 
Top 3 78.0 75.9 71.9 
Life 
Top 5 85.0 83.4 79.4 
Market share 
 Ranking Company 
FY’01 FY’02 FY’03 
1 Samsung Fire & Marine 32.3 30.1 30.2 
2 Hyundai Marine & Fire 16.0 14.2 13.9 
3 Dongbu Fire & Marine 14.8 13.3 13.3 
4 LG Fire & Marine 14.2 12.9 13.0 
5 Oriental Fire & Marine 9.3 7.5 7.4 
Top 3 63.1 57.6 57.4 
Non 
life 
Top 5 86.7 78.0 77.8 
Note: In 2001, ING Life ranked 10th.  
Source: Monthly Insurance Report, various issues, KIDI. 
 
In the life insurance market, the top three companies: Samsung 
Life Insurance Co., Kyobo Life Insurance Co. and Korea Life 
Insurance Co., accounted for 71.9 percent of the total market 
premiums in fiscal 2003 compared to 75.9 percent in fiscal 2002. 
The deterioration of market share by large insurance companies 
mainly resulted from the unyielding competition of foreign 
companies.  
 
In the non-life insurance industry, the top three leading 
companies (Samsung Fire & Marine Insurance Co., Hyundai 
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Marine & Fire Insurance Co., and Dongbu Fire & Marine 
Insurance Co.) received 57.4 percent of total market premiums.   
 
In the near future, market concentration in the top tier is expected 
to be challenged by the foreign players because the 
Bancassurance business gave them the predominant position.  
 
6. Financial market 
 
Owing to the instability of the financial market and rise of interest 
rates in the fourth quarter of fiscal 2003, overwhelming net money 
flowed into banking and insurance companies.  
 
By the sharp increase of Bancassurance business in the fourth 
quarter of fiscal 2003, life insurance experienced money inflow by 
4 trillion won in excess of the average of the first quarter to third 
quarter.  
 
In the fourth quarter, a liquidity crisis in credit card companies 
and rise of the Government Bond interest rate by 0.5 percentage 
point resulted in poor performance in investment products and 
induced an outflow of money from merchant banks, investment 
banks, and trust accounts of banks of 25 trillion won.      
 
As for the net money receipt of financial institutions of fiscal 2003, 
commercial banks and insurance companies received the majority 
of the total net money: Banks with 25.660 trillion won and 
insurance companies with 23.209 trillion won. Security companies 
attained 3.235 trillion won. Trust Investment and Merchant bank 
recorded negative net money receipt. Trust Investment amounted 
to –28.589 trillion won and Merchant bank reached –9.632 trillion 
won.  
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Net deposits of financial institutions  
(Unit: KRW billion)  
FY’02 FY’03 
  
Q4 Q1 Q2 Q3 Q4 Total 
Life   6,208   3,063   3,489   3,489   7,482  17,524 
Non-life   1,450   1,518   1,544   1,230   1,392   5,683 Insurance 
Sub total   7,657   4,581   5,036   4,719   8,874  23,209 
Deposit 
account 
14,022   4,594 14,438    151 22,148 41,331 
Trust  
account 
-171 -2,245 -7,049 -3,211 -3,166 -15,671 Bank 
Sub total 13,851   2,348   7,390 -3,059 18,981  25,660 
Securities -288   3,554 -250 -653    584   3,235 
Investment Trust -216 -8,062 -9,054   6,329 -17,802 -28,589 
Merchant Bank -246   2,451 -6,140 -2,138 -3,806 -9,632 
Total 20,758   4,872 -3,019   5,198   6,832  13,883 
Note: As for insurers, net deposit is measured (premiums - claims paid).  
Source: Bank of Korea and Monthly Insurance Report, KIDI. 
 
Life insurance accounted for 75.5 percent of the total net money 
of insurance and amounted to 17.523 trillion won while 24.5 
percent of the total was attributed to non-life and reached 5.683 
trillion won.  
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Regulations  
 
1. Insurance business law and related laws  
 
The laws related to insurance in Korea are the Insurance 
Business Law and its enforcement regulations. The Law was 
promulgated on 15 January 1962, and amended in 1971, 1977, 
1980, 1988, 1994, 1995, 1997, 1998, 1999, 2000, 2002, and 2003.  
 
In 1977, all insurance related laws were consolidated into the 
Insurance Business Law. The Insurance Business Law consists of 
administrative supervision regulations for the private insurance 
industry, regulations on the organization and business activities of 
persons conducting insurance business, insurance soliciting, and 
other insurance related matters.  
 
Korean insurance has rapidly evolved into a free market as the 
Insurance Business Law has been amended 15 times since 1980, 
and nine times since 1998. All these changes have focused on 
deregulation and reform of the insurance industry in order to cope 
with globalization and financial convergence, which are the key 
factors in understanding financial market trends.  
 
In 2000, the laws and regulations were modified to allow all types 
of financial institutions to form alliances to move into the so-
called "non-core business" of other financial institutions. This was 
the first step toward the full convergence of financial institutions 
in Korea.  
 
In 2003, the Insurance Business Law and its enforcement 
regulations posed new challenges, by focusing on overhauling the 
existing regulations in the insurance sector to meet global 
standards in terms of asset management, market competition, 
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supervisory systems and consumer protection. This was the 
second step toward financial convergence.  
 
In particular, the law and its regulations provide the basic 
framework for Bancassurance. They cover five major issues: 
 
- All financial institutions, including banks, brokerage firms and 
mutual savings companies that meet certain regulatory 
requirements may sell insurance products. Although the sale 
of some insurance products in the Bancassurance market is 
currently prohibited, the government plans to gradually 
liberalize the market.  
- Banks and brokerage firms may not sign exclusive contracts 
with a particular insurer.  
- To enter the insurance business, banks and other financial 
institutions may either team up with an insurer or form joint 
ventures.  
- Banks are restricted to "inbound" sales only.  
- Banks are required to comply with the various regulations on 
fair competition and consumer protection.  
 
In addition, the revised law is expected to enhance and 
strengthen the insurance market. For the purpose of expediting 
market competition, the minimum capital required for setting up 
an insurance company was lowered. The new law also includes 
measures against insurance fraud and to improve consumer 
protection: the establishment of an inter-agency coordination 
system to combat insurance fraud, the strengthening of public 
notice requirements for insurance products, and the tightening of 
regulations governing the unfair rewriting of insurance policies.  
 
2. Insurance supervisory authorities  
 
The main responsibilities for insurance regulation have shifted 
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from the Ministry of Finance and Economy (MOFE) to the 
Financial Supervisory Committee (FSC). Until 1997, the 
regulatory authorities were the MOFE and the Insurance 
Supervisory Board, which conducted routine supervision of the 
insurance industry. However, the authority of the MOFE has been 
reduced to establishing and modifying insurance policies and 
related laws. The Insurance Supervisory Board merged into the 
Financial Supervisory Service (FSS). The FSS, as the executive 
arm of the FSC, is split into three divisions corresponding to the 
insurance, banking, and securities industries.  
 
The responsibilities of the FSC in relation to insurance include: 
- Enactment and amendment of regulations concerning 
supervision of insurance companies  
- Authorization for operation of insurance institutions  
- Inspection and sanction of insurance institutions  
 
The functions of the FSS include:  
- Support of the FSC's regulatory functions  
- Inspection of operations and financial status of insurance 
institutions 
- Arbitration of insurance related conflicts  
 
3. Review and approval for insurance products 
 
The FSC/FSS announced on January 13, 2003 that it would 
streamline the current regulatory review and approval system for 
the development and marketing of insurance products. This is a 
deregulatory step designed to give insurance companies greater 
autonomy and latitude in creating with and marketing new 
insurance products. The amended Insurance Act with provisions 
pertaining to the streamlined review and approval process has 
been submitted to the National Assembly for passage. 
 
(a) Current regulatory review and approval system 
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Under the current regulatory review and approval system, 
insurance companies are typically required to receive FSC/FSS 
approval for new insurance products and for changes to existing 
insurance products. Products that come under FSC/FSS 
supervision are classified into three categories:  
 
(1) Products that need to be filed to the FSC/FSS in advance 
(most restrictive)  
(2) Products that need to be reported to the FSC/FSS (less 
restrictive) after the insurance companies begin to market 
them to consumers  
(3) Products that need not be reported to the FSC/FSS (least 
restrictive)  
 
Insurance products that must be filed to the FSC/FSS include 
auto insurance policies, non-standard policies, and policies that 
are mandatory under the law. These insurance products must be 
filed to the FSC/FSS in advance, and unless the FSC/FSS rejects 
the filing within 20 days from the date of the filing, the insurance 
company may assume regulatory approval from the FSC/FSS and 
sell the policy to consumers.  
 
Products that are developed or changed under the standard 
guidelines need to be reported to the FSC/FSS within 15 days 
from the date the insurance company begins to sell the policy. 
This is the most common type the FSC/FSS reviews (2,410 or 
66.6 percent in 2001).  
 
The third category — products that need not be reported to the 
FSC/FSS — includes minor changes to the policies that do not 
materially affect the obligations, benefits, or premiums to the 
policyholders (1,064 or 29.4 percent in 2001). Any subsequent 
changes, however, must be reported to the FSC/FSS. 
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The FSC/FSS looks for regulatory compliance and policyholder 
protection from the insurance products and changes filed or 
reported by insurance companies. The FSC/FSS may either reject 
them or require adjustments or modifications to them. 
 
(b) Shortcomings in the current system 
   
Lack of insurer’s autonomy to develop and market insurance 
products  
- The criteria for the classification of insurance products into 
three groups — those to be filed, reported, and not reported 
— are said to be ambiguous. There has been a general 
tendency toward more restrictive filings or reporting of 
insurance products. As a result, the current classification 
criteria are believed to pose a needlessly restrictive 
regulatory hurdle to insurance companies in developing new 
insurance products. 
 
Inadequate product development criteria and guidelines 
 
- The current criteria and guidelines for product development 
are said to be generally phrased and use restrictive language 
and lack specific provisions. Because the current criteria also 
lack clear, guiding principles and outline only certain 
permissible boundaries, they are said to contribute to the 
likelihood of defective or otherwise flawed insurance products.  
 
Lack of objective product review criteria and guidelines 
 
- The current review procedure for insurance products is said 
to be excessively susceptible to the individual discretion of 
the reviewer because of a lack of specific and objective 
review criteria and guidelines. 
 
Mandatory verification of premium rates by KIDI 
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- Currently, all premium rates for insurance products that must 
be either filed or reported to the FSC/FSS must be verified by 
the Korea Insurance Development Institute (KIDI) before 
insurance companies can sell them to consumers.  
 
Post-review communication between the FSC/FSS and insurance 
companies 
 
- There have been needless friction and misunderstandings 
between the regulators and the insurance companies that 
receive negative product review because of actions taken 
without adequate communication. 
 
(c) The new review and approval system 
 
The new system that is intended to give insurance companies 
expanded autonomy and latitude in coming up with and marketing 
new insurance products while enabling the regulators to take 
preventative steps to deter defective or otherwise flawed 
insurance products from reaching consumers.  
 
Greater autonomy for developing and marketing new insurance 
products 
 
- The FSC/FSS plans to reclassify and reduce the category of 
insurance products that must be either filed or reported by 
insurance companies, and expand the category that need not 
be reported to the FSC/FSS. With the reclassified product 
categories, the FSC/FSS expects the number of products in 
the filing category to fall from the current 4.0 percent to 0.2 
percent and the number of the reporting category from 66.6 
percent to 50.0 percent. The number of products that need 
not be reported is expected to rise from the current 29.4 
percent to approximately 50 percent. 
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More streamlined procedures for product filing and reporting 
 
- Currently, all products that are either filed or reported to the 
FSC/FSS must receive advance premium verification from the 
KIDI. Under the streamlined procedure, the KIDI verification 
will be limited to the insurance products that must be filed to 
the FSC/FSS. The documentation required for reporting of 
insurance products is also to be streamlined. 
 
More transparent review procedures for product filings 
 
- When the FSC/FSS determines a product filing by an 
insurance company to be inadequate, the FSC/FSS will 
recommend the appropriate changes to the insurance 
company and give it an opportunity to act on the FSC/FSS 
recommendations for approval before officially ordering the 
company to take certain steps on the product filed. When an 
order is issued, the review process will include a mandatory 
hearing and proceed in accordance with clearly established 
review mechanisms. 
 
More streamlined, objective product development and review 
criteria 
 
- The FSC/FSS plans to come up with a new set of product 
development criteria and guidelines that can be used for all 
insurance products and establish transparent and objective 
product review. The reviewer will rely on standardized review 
checklists to perform the product review objectively and 
transparently and minimize individual discretion. The 
FSC/FSS also plans to continuously use feedback from 
domestic and foreign insurance companies on insurance 
product review and make appropriate changes to improve the 
process for all. 
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Supervision of insurance companies3   
 
1. Entry regulations  
 
Only incorporated business entities, mutual companies and 
licensed foreign insurers are allowed to enter the insurance 
business with appropriate regulatory permission from the 
FSC/FSS4. There are separate permission procedures for life 
insurance, non-life insurance and the so-called “third insurance 
business.”5 
 
(a) Capital requirement 
 
The minimum capital required for the insurance business is 30 
billion won. When any insurer intends to engage in a single-line 
insurance business, the amount of the paid-in capital or funds 
should be not less than 5 billion won. 
 
- Life insurance: 20 billion won 
- Annuity insurance (including retirement annuity): 20 billion 
won 
- Fire insurance: 10 billion won  
- Marine insurance: 15 billion won 
- Automobile insurance: 20 billion won 
- Guaranty insurance: 30 billion won 
- Reinsurance: 30 billion won 
- Liability insurance: 10 billion won 
                                         
3 Source: “Financial supervisory system in Korea,” FSS, May 2004.   
4 A branch established in Korea by a foreign insurer is deemed a foreign 
insurer for regulatory purposes. 
5 The term “third insurance business” refers to the so-called gray zone 
insurance business with characteristics and features of both life and non-life 
insurance policies. There are plans to streamline regulations related to this 
line of insurance in the near future. 
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- Engineering insurance: 5 billion won  
- Real-estate right insurance: 5 billion won 
- Accident insurance: 10 billion won 
- Health insurance: 10 billion won 
- Long-term care insurance: 10 billion won  
- Other insurance business: 5 billion won 
 
But, if insurers subscribe more than 90/100 of total contracts or 
premiums by telephone, mail, or by computer, they can commerce 
an insurance business only more than 2/3 of the paid-in capital or 
funds amount of the above description. 
 
(b) Business funds to be paid by foreign insurers 
 
When foreign insurers intend to engage in the insurance business, 
the amount of the paid-in funds should be not less than 3 billion 
won. 
 
(c) Requirements for permission 
 
- Insurers are required to have requisite capital or funds  
- Insurers are required to have adequate professional 
manpower and facilities, including computer equipment, to 
carry out the intended insurance business  
- Insurer’s business plan is required to be feasible and sound  
- Major investors are required to be financially able to make full  
investments and have a sound financial standing and social 
credit 
 
(d) Maintenance manpower and facilities 
 
Insurers should maintain adequate professional manpower and 
facilities, except in the case of gaining FSC approval, in order to 
support management soundness of the insurer or to protect the 
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policyholder's benefit. 
 
2. Prudential regulations 
 
All insurers must maintain a solvency margin ratio of 100 percent 
or greater to ensure sound capital and asset ratios. They must 
also classify their assets (e.g. loans and securities investment) 
according to their soundness and appropriate mandatory 
allowances for bad assets. 
 
(a) Solvency margin 
 
As a benchmark for financial soundness of insurers, the FSC/FSS 
has adopted the EU-based solvency margin ratio, which is 
computed as a ratio of actual solvency margin to statutory 
solvency margin. 
 
• Actual solvency margin 
- Actual solvency margin is the amount that an insurer must 
maintain in excess of its liabilities as solvency surplus against 
future benefit payment obligations and other contingencies. It 
is computed as the difference between the sum of the 
contributed capital6, retained earnings, capital adjustment 
accounts, and various reserves in the capital account and the 
sum of un-amortized acquisit ion cost7, intangible assets (e. g., 
goodwill), prepaid expenses, and deferred income tax debits 
and then reflecting the capital surplus or deficit of the 
subsidiary companies within groups. 
 
• Statutory solvency margin 
                                         
6 i.e. legal (paid-in capital and additional paid-in capital) 
7 Note that acquisition cost is an insurance term used to denote expenses for 
soliciting and placing new insurance business, and includes such expenses 
as agent's commissions and underwriting expenses. 
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- The statutory solvency margin is the mandatory minimum 
amount set by the FSC/FSS that insurers must maintain in 
order to meet their liabilities. Life insurers and non-life 
insurers are subject to different statutory solvency margins as 
noted below:  
 
The statutory solvency margin for life insurance companies is 
computed as the sum of (1) the product of the difference between 
the net level premium reserve and unamortized acquisition cost 
and the corresponding ratio for the 4 percent policy reserve factor, 
and (2) the product of net insurance benefit and the 
corresponding ratio for the insurance risk factor. The FSC/FSS 
has been phasing in the solvency margin standard ratios every 6 
months since September 1999 and adopted the EU standard by 
March 2004. 
 
The Statutory solvency margin standard for non-life insurers is 
computed as the sum of the amounts calculated separately by 
traditional non-life insurance and long term insurance. For 
general insurance, a premium-based amount or a claim-based 
amount, whichever is greater, each calculated by class of 
insurance, should be the solvency margin standard. For long term 
insurance, the solvency margin standard shall be the sum of 4 
percent of policy reserve at the end of each year plus a premium- 
based amount, or a claim-based amount, whichever is greater. 
 
Corresponding ratio 
Classification Ratio Classification Ratio 
End of 1999.9 6.25% End of 2002.3 50.00% 
End of 2000.3 12.50% End of 2002.9 62.50% 
End of 2000.9 18.75% End of 2003.3 75.00% 
End of 2001.3 25.00% End of 2003.9 87.50% 
End of 2001.9 37.50% After end of 2004.3 100.00% 
Source: Financial Supervisory Service 
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(b) Classification standard of asset soundness 
 
Asset classification and provisioning 
Classification of Asset Soundness Provisioning Standards 
Normal More than 0.5% 
Precautionary More than 2% 
Substandard More than 20% 
Doubtful More than 50% 
Estimated Loss 100% 
Source: Financial Supervisory Service 
 
Insurers must classify their assets into five different classes 
according to the soundness of each asset and appropriate 
allowances accordingly. The 5 classes are (1) normal, (2) 
precautionary, (3) substandard, (4) doubtful, and (5) estimated 
loss. 
 
3. Management evaluation system 
 
The so-called CAMEL system (Capital adequacy, Asset 
soundness, Management, Earnings, and Liquidity) is used to 
evaluate insurance companies. The evaluation criteria for 
insurers differ from those for banks and securities companies with 
varying weights assigned to each of the CAMEL evaluation 
components. Each management evaluation component is graded 
on a scale of 1 to 5 with 1 representing the highest performance 
rating and 5 the lowest. 
 
The FSS seeks to enhance the reliability of the evaluation system 
for insurance companies by making all insurers who have 
operated continuously for 2 or more years subject to an on-site 
evaluation. The results of the on-site evaluation are not disclosed 
but used as internal data by the FSS for supervisory purposes,  
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Evaluation procedure 
 
1st 
stage 
 
Evaluation of quantitative items: estimation of 
provisional evaluation grade by componen 
Evaluation of non-quantitative items 
2nd 
stage 
Determination of evaluation rating by component (1-
5) with comprehensive analysis of non-quantitative 
items and provisional evaluation rating by component 
3rd 
stage Estimation of provisional composite evaluation rating 
4th 
stage 
 
Determination of composite evaluation rating (1-5) 
with comprehensive provisional composite evaluation 
rating and the overall management status, business 
capability, and financial and economic condition, etc. 
Source: Financial Supervisory Service 
 
including prompt corrective actions (PCA) for management 
improvement recommendations, requirements or orders 
depending on the outcome of the evaluation. 
 
4. Prompt corrective actions 
 
In order to prevent insolvency by insurers and ensure sound 
management, the FSS may order management improvement plan 
from insurers under PCA, which may include management 
improvement recommendations, management improvement 
requirements, or management improvement orders. 
 
5. On-site examination and off-site surveillance 
 
(a) On-site examination 
 
Like other financial institutions, insurance companies are subject 
to comprehensive on-site examinations. There are two types: 
regular examinations (full examination) and targeted examination 
(partial examinations). On-site examinations typically focus on the 
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following areas: 
 
- Soundness of assets 
- Regulatory compliance 
- Adequacy of internal control systems 
- Evidence of fraud, embezzlement, and other irregularities; 
Accuracy of numerical data and reports submitted to the FSS 
- Other information collection 
 
During the examination, the FSS evaluates the management 
status of the insurer and examines the insurer's risk management 
according to examination policies that focus on management 
status evaluation and risk management. Upon completion of the 
examination, the FSS may recommend or order certain actions to 
ensure full compliance with the insurance regulations. 
 
In order to enhance the effectiveness of on-site examinations, the 
FSS receives regular business reports from each insurance 
company and analyzes the current status of the insurer's 
management. After the examination, the FSS evaluates the 
management status of an insurance company, such as the quality 
of its assets and reserve holdings, and the adequacy of its 
internal controls. It then recommends appropriate measures to 
cope with problems that have come to light during the 
examination. 
 
(b) Off-site surveillance 
 
In addition to the on-site examinations, the FSS conducts off-site 
surveillance of insurance companies through the existing 
surveillance system that monitors the soundness of the insurance 
companies. The off-site surveillance may also entail analysis of 
various business reports and documents. The FSS may use off-
site surveillance for recommending or ordering management 
improvements, adjusting the evaluation rating of management 
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status, or for making preparations for future examinations of 
problematic insurers and their weaknesses. 
 
6. Restrictions on insurer's asset management 
 
Premiums paid by the policyholders make up the bulk of insurers' 
assets, which are mostly appropriated as technical reserves to 
meet insurers' future liabilities and benefit obligations. Prudent 
and sound management of insurers' assets is essential to protect 
the policyholders, and the FSS regulates insurers' asset 
management to ensure safety, liquidity, profitability and public 
interest of the assets. The regulation methods of asset 
management of insurance companies are composed of negative 
methods prohibiting a certain type of asset operation according to 
insurance related laws and regulations.  
 
Insurance companies are prohibited from the following activities: 
 
- Acquisition of precious metals, jewelry and antiques 
- Acquisition of non-business-purpose real estate holdings 
- Lending intended for speculation in securities 
- Lending intended for acquisition of its own shares 
- Lending intended to fund political activities 
- Lending to officers or employees 
- Any activity that undermines the safety and soundness of the 
company assets 
 
In order to prevent the extension of disproportionate support by 
an insurer to its own business group and to prevent the spread of 
investment risks, the FSS regulates an insurer's investment limit 
and its investment categories. An insurer's limit on asset 
operation by subjects eligible for investment is as follows: 
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Principle restriction ratio of asset operation (general account)  
Items Limit Remarks 
Credit extension to a person or a company 3% of total assets - 
Stock and bond investment in any single 
company 
7% of total 
assets - 
Credit extension or stocks and bond 
investments to a person or a company 
(including related persons or companies) 
12% of total 
assets - 
Sum of credit extension and stocks and bond 
investments in excess of 1/100 of the 
insurer’s total assets (applicable to the same 
person, company, or the principal 
shareholders) 
20% of total 
assets - 
Credit extension to a principal shareholder or 
a company falling in the category of a 
subsidiary unit of the insurance company 
under the Presidential Enforcement Decree 
40% of the 
capital 
Lower of either 
(1) 40% of the 
capital or (2) 
2% of the total 
assets 
Stock and bond investments to a principal 
shareholder or a company falling in the 
category of a subsidiary unit of the insurance 
company under the Presidential Enforcement 
Decree 
60% of the 
capital 
Lower of either 
(1) 60% of the 
capital or (2) 
2% of the total 
assets 
Credit extension to the same subsidiary of 
the insurance 
10% of the 
capital - 
Real estate holdings 25% of total assets - 
Unlisted stock holdings 10% of total assets - 
Foreign currency holdings or real estates 
holdings oversea in accordance with the 
Foreign Exchange Transactions Act 
30% of total 
assets 20% 
Sum of security deposits for domestic and 
overseas futures trading 5% 3% 
Source: Financial Supervisory Service 
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Principle restriction ratio of asset operation (separate account) 
Items Enforcement decree of the insurance business act 
Credit extension to a person or a company 5% of each separate asset account 
Stock and bond investment in any single 
company 
10% of each separate 
asset account 
Credit extension or stocks and bond 
investments to a person or a company 
(including related persons or companies) 
15% of each separate 
asset account 
Sum of credit extension and stocks and bond 
investments in excess of 1/100 of the insurer’s 
total assets (applicable to the same person, 
company, or the principal shareholders) 
20% of each separate 
asset account 
Credit extension to a principal shareholder or a 
company falling in the category of a subsidiary 
unit of the insurance company under the 
Presidential Enforcement Decree 
2% of each separate 
asset account 
Stock and bond investments to a principal 
shareholder or a company falling in the 
category of a subsidiary unit of the insurance 
company under the Presidential Enforcement 
Decree 
3% of each separate 
asset account 
Credit extension to the same subsidiary of the 
insurance 
4% of each separate 
asset account 
Real estate holdings 15% of each separate asset account 
Unlisted stock holdings 10% of each separate asset account 
Foreign currency holdings or real estates 
holdings oversea in accordance with the 
Foreign Exchange Transactions Act 
20% of each separate 
asset account 
Sum of security deposits for domestic and 
overseas futures trading 
3% of each separate 
asset account 
Source: Financial Supervisory Service 
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7. Notices for insurance policies 
 
As part of deregulatory measures aimed at promoting the 
competitiveness of the insurance industry, the FSS repealed the 
approval system for new insurance policies in July 1993. One 
important change from the deregulation of the insurance industry 
is the conversion of policy classification system to include a “No 
File” classification in addition to the “File and Use” and the “Use 
and File” classification.  
 
Under the new system, policies that significantly affect the 
insurance market, such as auto insurance policies, are classified 
as File and Use policies and must be reported to the FSS prior to 
sale to the consumers. File and Use policies are deemed 
approved 20 days after the date of the filing.  
 
Use and File policies are automatically approved with appropriate 
filing with the FSS within 3 months (15 days for life insurance 
policies) after the sale of the policies to the consumers. New 
policies that are identical to those already being sold in the 
market with appropriate regulatory approval may be sold as No 
File Policies. 
 
8. Forthcoming supervision with RAAS and RBC8 
 
The FSS announced a major new initiative to transform the 
current ex-post factor-corrective insurance supervision into a risk-
based supervisory framework that stresses pre-emption and 
prevention of problems before they materialize. The new initiative 
is wide-ranging will includes implementing a new risk assessment 
tool called Risk Assessment and Application System (RAAS) by 
2006. The RAAS will help the FSS carry out individually tailored 
insurance supervision based on risk profiles, internal controls, 
solvency margins, and other key factors affecting the safety and 
                                         
8 Source: “Weekly Newsletter,” Vol. V., No. 42, FSS, Nov. 2004. 
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soundness of insurance companies. 
 
The FSS also plans to significantly modify the existing solvency 
regimes and shift the supervisory focus to risk-based capital 
(RBC). RBC takes a comprehensive approach to the risks 
insurance companies face and determines the minimum capital 
requirement corresponding to those risks. Under the timetable the 
FSS has set, RBC is to take effect in 2007.  
 
(a) Implementation of RAAS  
 
The implementation of RAAS will take place in three phases. For 
the first phase, which is expected to be completed by the end of 
the year, a total of 36 component risk indicators for six broad risk 
categories (market, interest rate, liquidity, insurance, credit and 
operating risks) along with the computation methods to be used to 
measure and rate them are to be established to assess insurance 
companies’ risk characteristics. A new computer system 
dedicated to RAAS to facilitate risk-based supervision is also 
being developed.  
 
The FSS plans to set the guidelines to be used by the FSS 
examiners for RAAS and conduct pilot tests during the second 
phase in 2005. During the third phase, to be completed by the 
end of 2006, the FSS expects RAAS to be fully implemented and 
the operational procedures for RAAS to be fully computerized. 
 
(b) Implementation of RBC 
 
The FSS outlined its overall approach to RBC after researching 
the leading supervisory authorities’ stance and direction 
regarding insurance regulation and supervision. Currently, the 
FSS is working on a computer system to produce correlations 
between risk and capital as well as risk-adjusted capital 
requirements that are suitable for the insurance market and also 
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closely conform to international standards.  
 
Studies on the feasibility of applying the capital requirement 
standards proposed in BASEL II to insurance companies are also 
under way. Upon the completion of the studies in November, the 
FSS expects to finalize and implement the RBC transition plan.  
 
(c) Preparations for risk-based supervision 
 
In line with the transition to risk-based supervision, domestic 
insurance companies will be encouraged to voluntarily schedule 
the steps they will take to upgrade and fine-tune their risk 
management and control systems, including organizational 
changes, business processes and computer systems. In October, 
the FSS issued guidelines for insurance risk measurement as a 
benchmark for the differing methods used by various insurance 
companies to measure risks, solvency and other key business 
indicators. In November, the FSS also plans to conduct status 
checks of insurance companies on their preparations for and 
progress with risk management systems. 
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Balance sheet 
 
Asset portfolio in fiscal 2003   
      
Source: Insurance companies’ monthly report, various issues, KIDI. 
 
The total assets of life insurance companies in fiscal 2003 
amounted to 187,362 billion won, an increase of 14.1 percent 
over the previous year. The growth rate decreased slightly 
compared to the previous year (14.8 percent), but was still high. 
This steady growth may be explained by increases in net 
investment income and insurance income.  
 
The assets of life insurance companies are largely composed of 
financial instruments such as bonds, stocks, loans, and real 
estate. Approximately 51 percent of life insurers' assets were held 
in securities in fiscal 2003, amounting to 94,665 billion won. This 
reflected a rise of 23.3 percent over the previous year. While the 
amount held in investment funds increased slightly, investments 
in bonds and other securities increased significantly. 
Stocks
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Balance sheet summary 
 
                                                           (Units: billion won, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Assets      
Cash & Equivalent 
5,222 
(4.7) 
3,701 
(3.1) 
2,684 
(1.9) 
3,256 
(2.0) 
3,180 
(1.7) 
Securities 44,946 (40.8) 
48,271 
(40.0) 
63,866 
(44.7) 
76,797 
(46.8) 
94,665 
(50.5) 
    Stocks 8,965 (8.1) 
5,673 
(4.7) 
8,238 
(5.8) 
5,496 
(3.3) 
8,893 
(4.7) 
    Bonds 16,888 (15.3) 
24,937 
(20.7) 
36,357 
(25.4) 
48,906 
(29.8) 
57,538 
(30.7) 
    Investment funds 15,247 
(13.8) 
10,671 
(8.8) 
9,120 
(6.4) 
6,872 
(4.2) 
7,024 
(3.7) 
    Others 3,846 
(3.5) 
6,990 
(5.8) 
10,151 
(7.1) 
15,524 
(9.5) 
21,211 
(11.3) 
Loans 35,346 
(32.0) 
38,342 
(31.8) 
40,690 
(28.4) 
43,544 
(26.5) 
45,125 
(24.1) 
Real estate 
9,618 
(8.7) 
9,500 
(7.9) 
9,258 
(6.5) 
9,039 
(5.5) 
9,052 
(4.8) 
Non operating assets 
10,441 
(9.5) 
12,846 
(10.6) 
15,782 
(11.0) 
18,458 
(11.2) 
20,574 
(11.0) 
Separate account assets 
4,722 
(4.3) 
8,071 
(6.7) 
10,754 
(7.5) 
13,128 
(8.0) 
14,764 
(7.9) 
Total asset 110,295  120,730  143,034  164,223 187,362 
Liabilities      
Policy reserves 99,917  106,222  118,025  134,098 149,112 
Policyholder  
equity adjustments 2,692  278  1,617  1,541 1,342 
Other liabilities 3,199  4,831  5,328  6,183 6,828 
Separate account 
liabilities 4,722  8,071  10,754  13,128 14,764 
Total liabilities 110,531 119,402 135,725 154,951 172,046 
Stockholder equity      
Capital stock 5,527  3,972  5,532  5,685 5,735 
Capital surplus 329  611  935  937 962 
Retained earnings -6,724  -4,676  -3,079  -386 1,440 
Capital adjustment 633  1,421  3,921  3,035 7,179 
Total shareholder equity -235  1,328  7,309  9,272 15,316 
Note: Figures in parentheses indicate percentage shares. 
Source: Insurance companies’ monthly report, various issues, KIDI 
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Loans accounted for 26.5 and 24.1 percent of total assets in 
fiscal 2002 and 2003, respectively. The amount held in loans 
sharply declined in fiscal 1999, and is decreasing as a proportion 
of total assets. The amount and proportion invested in real estate 
have also been decreasing. 
 
As unamortized acquisition cost has been recognized as an asset 
since the 1998 revision of accounting regulations, non-operating 
assets comprise a much larger portion of total assets. The 
category of separate account assets, which was created in April 
1999, has grown steadily with the addition of new separate 
account products such as variable whole life insurance (July 
2001), variable annuities (October 2002) and universal variable 
life insurance (July 2003). These assets amounted to 14,764 
billion won in fiscal 2003, an increase of 12.5 percent over the 
previous year. 
 
1. Trends in insurance contracts 
 
New business contracts written in terms of amount in fiscal 2003 
amounted to 310,566 billion won, a decrease of 4.7 percent over 
the previous year. Lapses and surrenders increased from 200,025 
billion won in fiscal 2002 to 233,640 billion won in fiscal 2003. 
This can be explained by the lower interest rate and the 
deceleration of whole life insurance growth. Furthermore, group 
insurance has been declining for several years as occupational 
pension demand decreases and corporate welfare programs are 
reduced. 
 
Business in force represents all existing and new policies, 
excluding those that have been terminated owing to maturities, 
lapses, and surrenders, and totaled 1,201,234 billion won in 
terms of amount in fiscal 2003, an increase of 6.1 percent over 
the previous year. This one digit of low increase was due to the  
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           Insurance contracts 
 (Units: billion won, %)  
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
New business 
265,620 
(-8.1) 
302,524 
(13.9) 
358,952 
(18.7) 
325,925 
(-9.2) 
310,566 
(-4.7) 
Lapses & 
Surrenders 
178,627 
(-29.0) 
161,338 
(-9.7) 
167,346 
(3.7) 
200,025 
(19.5) 
233,640 
(16.8) 
Business in 
force 
706,596 
(15.8) 
828,833 
(17.3) 
1,015,691 
(22.5) 
1,132,413 
(11.5) 
1,201,234 
(6.1) 
Note: Figures in parentheses indicate annual percent changes. 
Source: Insurance companies’ monthly report, various issues, KIDI. 
 
deterioration of new business as well as the higher rate of lapses 
and surrenders. 
 
2. Premium income by group 
  
Insurance companies earned 49,067 billion won in premium 
income in fiscal 2002. This was an increase of 3.6 percent over 
the previous year caused by a recovery in annuity demand and 
the steady growth of whole life products. Premium income in 
fiscal 2003 increased by 2.7 percent owing to an increased 
annuity demand through the bancassurance channel.  
 
           Premium income by group 
                         (Units: billion won, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Top 3 
Companies 
35,068 
(75.0) 
41,795 
(80.9) 
36,936 
(78.0) 
37,202 
(75.8) 
36,284 
(72.0) 
Other 
Companies 
11,687 
(25.0) 
9,859 
(19.1) 
10,428 
(22.0) 
11,865 
(24.2) 
14,108 
(28.0) 
Total 
46,755 
[0.8] 
51,654 
[10.5] 
47,364 
[-8.3] 
49,067 
[3.6] 
50,392 
[2.7] 
Note: The figures in parentheses and brackets indicate percentage 
shares and annual percent changes, respectively.  
Source: Insurance companies’ monthly report, various issues, KIDI. 
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During the process of restructuring the insurance industry after 
the economic crisis, four life insurance companies were taken 
over by more financially sound competitors in August 1998 and 
two at the end of 1999. The market share of the three dominant 
companies increased from 67.2 percent in fiscal 1997 to 75.0 
percent in fiscal 1999. The market concentration increased even 
more, owing to P&A activity, resulting in a peak market share of 
80.9 percent in fiscal 2000.  
 
Since then, the market share of the three major domestic 
companies has declined, to 78.0 percent in fiscal 2001 and 72.0 
percent in fiscal 2003. The major cause of which is the growth of 
foreign companies. 
 
 
             Premium income by group and growth rate trend 
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Source: Insurance companies’ monthly report, various issues, KIDI. 
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3. Premium income by type 
 
Term insurance has grown in recent years owing to a high 
demand for protection-type insurance policies, especially whole 
life insurance. The market share of term insurance stood at 36.8 
percent in fiscal 2001, before the share of term insurance 
decreased due to overall contraction of demand in fiscal 2002.  
 
Meanwhile, premium income for pure endowments has sharply 
decreased since fiscal 1997, and is far below its 62.4 percent 
market share in fiscal 1994, when qualified annuities were first 
introduced. This huge decline is due to increases in the shares of 
protection-type insurance policies. 
 
But in fiscal 2003, the share of term insurance increased as a 
result of interest in protection-type insurance like critical illness 
insurance.  
 
             Premium income by type 
                            (Units: billion won, %) 
Classification FY'99 FY'00 FY'01 FY'02 FY'03 
Pure endowment 9,781 
(20.9) 
10,866 
(21.0) 
7,496 
(15.8) 
9,142 
(18.6) 
12,037 
(23.9) 
Term insurance 10,046 (21.5) 
12,539 
(24.3) 
17,426 
(36.8) 
21,368 
(22.6) 
23,184 
(46.0) 
Endowment 
11,781 
(25.2) 
16,467 
(31.9) 
12,851 
(27.1) 
11,039 
(22.5) 
9,494 
(18.8) 
Individual Total 
31,608 
(67.6) 
39,872 
(77.2) 
37,773 
(79.8) 
41,549 
(84.7) 
44,716 
(88.7) 
Group 15,147 (32.4) 
11,782 
(22.8) 
9,591 
(20.2) 
7,518 
(15.3) 
5,676 
(11.3) 
Total 46,755 [0.8] 
51,654 
[10.5] 
47,364 
[-8.3] 
49,067 
[3.6] 
50,392 
[2.7] 
Note: Figures in parentheses and brackets indicate percentage market 
shares and annual percent changes, respectively. 
Source: Insurance companies’ monthly report, various issues, KIDI. 
Market share by insurance type 
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The share of pure endowment increased owing to the recovery of 
demand for annuities providing old age income protection since 
fiscal 2002 and increased demand before tax exemption period 
extension through the bancassurance channel (September 2003). 
 
The growth of endowment income significantly increased in fiscal 
2000 owing to the prolonged period for tax exemption and the low 
investment returns of other financial institutions. It began to 
decrease as insurance companies that were faced with low 
interest rates employed a contraction policy. Although the tax 
exemption period prolonged again at the end of 2003, endowment 
income dropped to 18.8 percent of total premium income in fiscal 
2003. 
 
Group insurance steadily grew until fiscal 1997. The market share 
of group insurance decreased in fiscal 1998 because of the 
recession and a high level of surrenders, but recovered in 1999 to 
the level before the economic crisis. This recovery, however, was 
a temporary increase caused by the transference of employee 
severance insurance and severance pay to occupational pensions 
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beginning in 1999. Since then, the share of group insurance has 
declined, to 11.3 percent in fiscal 2003, because of the spread of 
systems for premature withdrawal of retirement pensions, annual 
pay systems, and contraction of corporate welfare programs. 
 
The occupational pension was introduced to improve the 
problems of employee severance insurance with the internal 
reserve and the vested rights of employees. Under the 
occupational pension, the external reserve method is used, with 
the employees remaining as the beneficiaries. Under employee 
severance, the employee was the normal beneficiary of the 
insurance, but the surrender value reverted to the employer. 
 
 
Expenditures 
 
1. Claims paid 
 
In recent years, the amount of claims paid on life insurance has 
fluctuated owing to severe changes in the level of surrenders. It 
reached 45,654 billion won in fiscal 1998, an increase of 10.9 
percent from the previous year. This increase was due to a 
corresponding increase in surrenders during the 1997 economic 
crisis. As surrenders declined, claims paid in fiscal 1999 dropped 
by 16.1 percent, reaching 38,305 billion won. They further 
decreased in fiscal 2001 and 2002 to 34,353 billion won and 
29,418 billion won, respectively. These decreases were due to 
corresponding decreases in surrenders of pure endowment and 
endowment insurance. This rate of decrease was far higher than 
that of premium income, resulting in an improvement of efficiency 
in underwriting. But again, the amount of claims increased in 
fiscal 2003 to 31,739 billion won. This was due to increase of 
whole life insurance and endowment insurance claims. 
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2. Operating expenses 
 
The operating expenses of life insurance companies are 
composed of acquisition expenses, administration expenses, and 
collection expenses. Operating expenses in 1998 decreased 31.6 
percent from the previous year. This was due to changes in 
insurance accounting standards in 1998 that allowed certain 
acquisition expenses to be treated as deferred payments. 
Deferred acquisition expenses were 3,904 billion won in fiscal 
2003. Acquisition expenses, including deferred acquisition 
expenses, accounted for a considerable share of total operating 
expenses. 
 
Operating expenses in fiscal 1999 decreased by 21.9 percent 
over the previous year. The reason for this large reduction 
differed from that of the previous year; it was due to the ongoing 
restructuring and efficiency measures taken by the insurance 
companies. While operating expenses in fiscal 2001 decreased 
slightly compared to fiscal 2000, they increased by 8.6 percent in 
fiscal 2002 because of temporary cost increases associated with  
 
          Claims paid and operating expenses 
                                (Units: billion won, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Claims paid 38,305 
(-16.1) 
39,247 
(3.8) 
34,353 
(-12.5) 
29,418 
(-14.4) 
31,739 
(7.9) 
Operating 
expenses 
3,833 
(-21.9) 
4,021 
(4.9) 
3,925 
(-2.4) 
4,264 
(8.6) 
4,710 
(10.4) 
Note: Figures in parentheses indicate annual percentage changes. 
Source: Insurance companies’ monthly report, various issues, KIDI. 
 Claims paid and operating expenses     
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Source: Insurance companies’ monthly report, various issues, KIDI. 
 
organizational restructuring. And in fiscal 2003 they increased 
considerably as protection-type insurance income increased. 
 
3. Total income and expenditure 
 
Net income for insurance companies can be calculated by a 
summation of the business results of underwriting, investment 
and other activities. Whereas underwriting and other activities 
have lost money in recent years, investment activities realized a 
profit. Net losses in underwriting and other activities, which 
amounted to 4,860 billion won in 2001, were less than investment 
profit of 6,966 billion won. This was the first year of net profit in 
five years. In fiscal 2002, net loss in underwriting and other 
activities (4,674 billion won) was again less than investment profit. 
Net profit was up a significant 64.1 percent from the previous year, 
thanks to good sales of protection-type products and stable 
investment performance. But in 2003, the amount of net profit 
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decreased significantly due to non-business activities of major 
companies. 
 
Before fiscal 2001, the industry suffered net losses. However, a 
select few foreign and major domestic companies earned both 
underwriting and investment profits. Net losses in the industry 
were thus mainly incurred by small and medium-sized domestic 
companies. The insurance industry as a whole has suffered net 
losses since 1994. The main factors behind losses were 
excessive operating expenses and unproductive asset portfolios. 
Small and medium size domestic insurance companies were  
 
            Claims paid and operating expenses 
                                (Units: billion won, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Underwriting 41,943 47,864 43,310 45,771 47,721 
Investment 10,607 8,315 9,235 10,571 11,871 
Other 262 910 544 895 449 
Income 
Total 52,812 57,089 53,089 57,237 60,041 
Underwriting 47,830 52,460 47,385 49,746 52,881 
Investment 4,587 3,801 2,269 2,337 2,414 
Other 1,212 1,414 1,329 1,595 2,633 
Expendit
-ure 
Total 53,629 57,675 50,983 53,678 57,928 
Underwriting -5,887 -4,596 -4,075 -3,974 -5,159 
Investment 6,020 4,514 6,966 8,234 9,457 
Other -950 -504 -785 -700 -2,185 
Net 
Balance 
Total -817 -586 2,106 3,560 2,113 
Tax 165 23 383 728 526 
Net income (loss) -981 -609 1,723 2,832 1,587 
Source: Insurance companies’ monthly report, various issues, KIDI. 
forced to spend excessively in order to remain competitive 
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against fierce competition by their larger domestic and foreign  
rivals. In contrast, the ratio of non-operating assets to total assets 
held by these insurers was much higher than the ratio for major 
companies, which resulted in relatively low investment profits. 
 
In fiscal 2001, the overall industry showed a net profit as 
investment profit exceeded underwriting loss for all industry 
groups. Again in fiscal 2002, the overall industry earned a net 
profit, driven by improved investment performance, but the profit 
growth rate of the Big 3 insurance companies was exceeded by 
that of small and medium-sized domestic companies and foreign 
companies. In fiscal 2003, it still showed a net profit, but sharply 
decreased by 44.0 percent over the previous year due to non-
business activities like tax problems of major companies. 
 
 
Management efficiency 
 
The ratio of claims paid, which is calculated by dividing claims 
paid by premiums written, was just 64.3 percent in fiscal 1996, 
but increased significantly in fiscal 1998. This increase 
corresponds to an increase in lapses and surrenders during the 
economic crisis. The ratio declined in fiscal 1999 and 2000 as 
lapses and surrenders decreased owing to the low interest rates 
provided by banks and other financial institutions. It further 
improved in fiscal 2001 mainly because of a significant decrease 
in claims paid, and fell below 60 percent in fiscal 2002, as claims 
paid decreased further and premium income increased slightly. 
But in fiscal 2003, it increased slightly as term insurance claims 
paid increased. 
 
The ratio of lapses and surrenders is calculated by dividing 
lapses and surrenders by the sum of business in force at the 
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beginning of the year and new business. This ratio showed a 
similar pattern to the ratio of claims paid, except in fiscal 1999 
when it dropped from 29.4 percent to 20.5 percent. The transition 
from a volume-oriented to a maintenance-oriented underwriting 
strategy may explain this decline. The ratio declined in fiscal 2001 
due to improvements in insurance management, but increased 
slightly in fiscal 2002 and 2003 because of increased lapses and 
surrenders related to the continuous economic recession.  
 
The ratio of operating expenses to premiums written was 10.6 
percent in fiscal 1998, a decrease from the previous year. This 
reduction was caused by the changes to the insurance accounting 
standards mentioned above. The ratio also decreased to 9.2 
percent and 8.6 percent in fiscal 1999 and 2000 respectively. 
These declines can be explained by other factors: ongoing cost 
cutting, restructuring, and strong competition. 
 
              Management efficiency 
(Unit: %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Ratio of claims paid 90.7 80.1 72.6 59.1 61.3 
Ratio of lapses and 
surrenders 20.5 16.0 13.9 14.8 16.1 
Ratio of operating 
expenses 
9.2 8.6 9.4 9.7 10.3 
Ratio of operating 
assets 90.2 88.6 88.1 87.8 88.1 
Yield rate of total 
assets 
12.1 8.5 8.5 8.5 8.3 
Note: Separate accounts are excluded.  
Source: Insurance companies’ monthly report, various issues, KIDI. 
 
 
However, the ratio increased in fiscal 2001 due to an increase of 
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sales of protection-type insurance policies, and again in fiscal 
2002 because of ongoing organizational restructuring charges. In 
fiscal 2003, it increased to the level of fiscal 1998 because of the 
ongoing increase of protection-type insurance. 
 
The average yield rate of total assets9 during the last five years 
was approximately 9.2 percent. Because of the high interest rates 
during the economic crisis, the yield rate of total assets was 11.9 
percent in 1998, higher than in other fiscal years. The yield was 
lower in fiscal 2000, 2001 and 2002, a reflection of declining 
market interest rates and depressed investment opportunities. 
Furthermore, in 2003 this rate decreased slightly due to the on-
going low-interest policy. 
 
 
Distribution 
 
A new distribution channel, bancassurance (insurance products 
sales by banks) was introduced in September 2003 in the Korean 
financial industry. After a heated debate, it opened to restricted 
product lines such as annuity, endowment, and credit life 
insurance, and will open to all product lines gradually on schedule. 
 
In the traditional channel, tied agents (known as solicitors) 
dominate the life insurance market. They work for one company 
on a commission basis and are supervised by a sales manager. 
The quality and professional knowledge of solicitors varies 
between domestic and foreign companies. The solicitors of 
foreign companies are full-time trained professionals, a caliber 
that domestic companies do not match. However, domestic 
                                         
9 Yield rate of total assets is computed as "2 × Investment Income / (Assets at 
the beginning of the year + Assets at the end of the year - Investment 
Income)".  
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companies have recently begun employing highly qualified 
solicitors to improve efficiency in distribution. 
 
The number of solicitors in the life insurance industry has steadily 
decreased. In fiscal 2003, it decreased by 40.6 percent to 
143,498 from 241,429 in fiscal 1999. On the other hand, 
productivity has steadily increased, from 194 million won in fiscal 
1999 to 351 million won in fiscal 2003. 
 
As various life insurance companies shifted their strategy from 
external growth to profit maximization, they streamlined 
distribution by eliminating solicitors and direct writers who 
demonstrated low productivity. New channels like bancassurance, 
TM, CM also activated competition. Meanwhile foreign companies 
aggressively employed solicitors as they tried to expand 
distribution channels. 
 
             Distribution 
(Units: persons, million won, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
241,429 214,793 171,505 151,064 143,498 
Number of Solicitors 
(-1.9) (-11.0) (-20.2) (-11.9) (-5.0) 
194 240 276 325 351 
Productivity 
(3.2) (23.7) (15.0) (17.8) (8.0) 
Note 1: Figures in parentheses indicate annual percent changes. 
Note 2: Productivity is defined as premium income per solicitor. 
Source: Insurance companies’ monthly report, various issues, KIDI. 
 
 
 
 
 
 
 
               Solicitors and productivity change trend 
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 Source: Insurance companies’ monthly report, various issues, KIDI. 
 
 
             Life insurance distribution channel trend 
 
(Units: persons, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
35,663 31,851 28,572 26,727 26,172 
Direct writers 
(-7.9) (-10.7) (-10.3) (-6.5) (-2.1) 
241,429 214,793 171,505 151,096 143,498 
Solicitors 
(-1.9) (-11.0) (-20.2) (-11.9) (-5.0) 
7,789 6,017 6,994 7,266 7,211 
Agents 
(-29.9) (-22.8) (16.2) (3.9) (-0.8) 
Note: Figures in parentheses indicate annual percent changes. 
Source: Insurance companies’ monthly report, various issues, KIDI. 
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Balance sheet 
 
Total assets of the non-life insurance industry in fiscal 2003 
amounted to 38,610 billion won with a 9.7 percent rise the 
previous year. In spite of a reduction in underwriting profit, it is 
mainly due to an increase in investment profit attributed by the 
bull stock market and the high increase rate of long-term 
insurance premium reserve. 
 
Assets of non-life insurance companies are largely composed of 
financial instruments such as stocks, bonds, loans and 
investment funds. About 53.1 percent of non-life insurers’ assets 
consisted of securities in fiscal 2003. The percentage invested in 
trading securities showed a decrease from 17.6 percent with a 
2.9 percentage point decline the previous year to 14.7 percent, 
due to the lower interest rate and the fluctuation in the financial 
market.  
 
                 Investment portfolio in fiscal 2003 
  Investment
Funds
(5.5%)
Loans
(17.6%)
Real Estate
(8.4%)
Non Operating
Assets
(13.1%)
Separate
Account
Assets
(3.3%)
Cash &
Deposit
(5.5%)
Securities
(53.1%)
  Stocks
(7.5%)
  Others
  (9.5%)
  Bonds
(30.6%)
 
Note: Others= overseas securities + others. 
Source: Insurance Statistics Yearbook 2003, KIDI, pp302-305. 
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Balance sheet summary 
(Unit: billion won) 
            
Note: Figures in parentheses indicate percentage shares of total assets.  
Source: Insurance Statistics Yearbook 2003, p302-305. 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Assets      
Cash & Deposits 2,906 (11.0) 
2,809 
(10.0) 
2,091 
(6.4) 
1,952 
(5.5) 
1,756 
(4.5) 
Securities 11,929 (45.1) 
12,648 
(45.1) 
17,143 
(52.8) 
18,227 
(51.8) 
20,478 
(53.1) 
    Stocks 2,250 (8.5) 
1,821 
(6.5) 
2,933 
(9.1) 
1,882 
(5.4) 
2,905 
(7.5) 
    Bonds 5,817 
(22.0) 
7,487 
(26.7) 
9,754 
(30.0) 
12,409 
(35.3) 
11,785 
(30.6) 
    Investment funds 2,710 (10.2) 
2,375 
(8.5) 
2,884 
(8.9) 
1,730 
(4.9) 
2,112 
(5.5) 
    Others 1,151 (4.4) 
966 
(3.5) 
1,571 
(4.8) 
2,206 
(6.3) 
3,676 
(9.5) 
Loans 3,627 (13.7) 
3,816 
(13.6) 
4,580 
(14.1) 
5,856 
(16.6) 
6,788 
(17.6) 
Real estate 2,578 (9.7) 
2,864 
(10.2) 
3,037 
(9.3) 
3,123 
(8.9) 
3,249 
(8.4) 
Non-operating assets 5,093 
(19.2) 
5,293 
(18.9) 
4,892 
(15.1) 
5,000 
(14.2) 
5,061 
(13.1) 
Separate account assets 353 
(1.3) 
620 
(2.2) 
751 
(2.3) 
1,023 
(2.9) 
1,278 
(3.3) 
Total assets 26,486 28,049 32,494 35,181 38,610 
Liabilities      
Insurance reserve 22,399 25,410 22,161 24,878 26,888 
Reserve for outstanding claims 6,875 8,668 3,104 3,249 3,358 
Long-term insurance  
premium reserve 10,701 11,560 13,079 15,031 16,561 
Unearned premium reserve 3,473 3,815 3,815 4,415 4,848 
Catastrophe reserve 1,316 1,352 1,484 1,624 1,775 
Other liabilities 3,516 4,276 4,276 5,480 5,076 
Separate account liabilities 353 620 751 1,023 1,278 
Total liabilities 26,269 30,306 28.338 30,978 32,815 
Stockholder equity      
Capital stock 2,435 5,301 10,979 11,207 11,167 
Capital surplus 1,360 1,093 1,120 1,083 1,278 
Retained earnings -3,950 -8,663 -8,470 -8,310 -7,876 
Capital adjustment 372 12 528 224 1,226 
Total stockholder equity 217 -2,256 4,156 4,204 5,795 
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Loans accounted for 17.6 percent of total assets with 1.0 
percentage point increase compared to the previous year due to 
the relatively higher interest rate and the preference of less risky 
assets in the financial market. The proportion of separate account 
assets has continued to grow.  
 
The weighting of non-operating assets has declined for five 
consecutive years, implying that the efficiency of asset 
management has improved significantly.  
 
The insurance reserve of the non-life insurance industry in fiscal 
2003 amounted to 26,888 billion won with an 8.1 percent rise 
over the previous year. This is mainly due to a high growth rate of 
long-term insurance premium reserve ascribed by the sustained 
increase rate of long-term insurance. 
 
The capital stock of the industry in fiscal 2003 decreased 0.4 
percent over the previous year.  
 
The following diagram illustrates the division of the investment  
 
       Securities portfolio in fiscal 2002 and 2003 
35.3
5.1 4.9 6.5
7.5 5.5
33.1
7.0
Bonds Stocks Investment
Funds
Others
FY2002
FY2003
   (Unit: %)
 
Source: Insurance statistics yearbook 2003, p306-309.  
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portfolio among different assets. The portion of stock increased 
sharply by 2.4 percentage points year-on-year, while the portion 
of bonds decreased from 35.3 by 2.2 percentage points year-on-
year to 33.1 percent. This is due to the continuous lower interest 
rate and market value rise by the bull stock market. 
 
Direct premiums written  
 
              Direct premiums written by line 
                                                   (Units: billion won, %) 
Classification FY '99 FY ‘00 FY '01 FY '02 FY '03 
265 275 300 322 316 
Fire 
(1.8) (1.7) (1.6) (1.6) (1.5) 
457 434 528 561 524 
Marine 
(3.2) (2.6) (2.9) (2.8) (2.5) 
5,537 6,498 7,337 7,913 7,961 
Automobile 
(38.3) (39.4) (40.3) (39.2) (38.1) 
574 602 716 936 942 
Guarantee 
(4.0) (3.7) (3.9) (4.6) (4.5) 
985 1,114 1,384 1,671 1,806 
Casualty 
(6.9) (6.8) (7.6) (8.3) (8.6) 
- - - 1.4 1.4 
Title 
- - - (0.0) (0.0) 
- - - 56.4 62.8 
Overseas direct 
- - - (0.3) (0.3) 
6,031 6,939 7,244 8,034 8,579 
Long-term 
(41.7) (42.1) (39.7) (39.8) (41.1) 
604 616 663 679 687 
Private annuity 
(4.2) (3.7) (3.6) (3.4) (3.3) 
14,452 16,479 18,222 20,175 20,887 
Total 
(100.0) (100.0) (100.0) (100.0) (100.0) 
Note: 1) Figures in parentheses indicate percentage shares. 
2) Total includes the risk premium & loading of retirement and 
accompanying business. 
Source: Insurance Statistics Yearbook, KIDI, p289. 
 
In fiscal 2003, non-life insurance premium totaled 20,887 billion 
won, with a low growth rate of 3.5 percent over the previous year. 
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Most lines of insurance, excluding long-term and casualty, 
showed a low growth rate over the previous year. The 3.5 percent 
growth rate in non-life insurance industry is the lowest growth 
since the economic crisis in 1997/8. This is mainly due to the 
deteriorating conditions of domestic economy including the 
continued slump in consumption. The growth rate of automobile 
insurance was minimal at 0.6 percent. 
 
Of the total, the 16,530 billion won in automobile and long-term 
insurance accounted for more than 79.2 percent of total direct 
premiums written. This was due to the sustained growth of long-
term insurance.  
 
The ratio of automobile insurance was slightly lower than 39.2 
percent in fiscal 2002 due to the sustained growth of casualty 
and long-term insurance. But, the ratio of long-term insurance 
increased 1.3 percentage point from 39.8 percent to 41.1 percent 
due to the increase of diverse needs i.e. health, accident.  
 
1. Fire insurance  
 
Direct premiums written for fire insurance amounted to 316 billion 
won with a 1.9 percent decline.  
 
The negative growth of fire insurance premiums is explained by 
the decline in premium rates and transfer to home comprehensive 
insurance.  
 
2. Marine insurance  
 
In fiscal 2003, direct premiums written for marine insurance 
recorded 524 billion won, equivalent to 2.5 percent of the non-life 
market.  
The negative growth of marine insurance is due to a decline in 
premium rates and reinsurance premium rates in aircraft 
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insurance.  
 
But the growth rate of direct premiums written for cargo and hull 
insurance recorded 6.8 percent and 11.3 percent, respectively.  
 
3. Automobile insurance  
 
In fiscal 2003, due to price competition in the automobile 
insurance market and slump in automobile sales market, direct 
premium written for the automobile insurance totaled 7,961 billion 
won with a 0.6 percent rise the previous year. The 0.6 percent 
growth rate is the lowest growth rate since the economic crisis in 
1997/8.  
 
4. Guarantee insurance  
 
Guarantee insurance recorded 942 billion won with a 0.6 percent 
rise the previous year, due to low growth of the credit card and 
installment sales, petty loan insurance etc. Consequently, the 
share of guarantee insurance decreased to 4.5 percent from 4.6 
percent in fiscal 2002.  
 
5. Casualty insurance  
 
Casualty insurance recorded 1,806 billion won with an 8.1 
percent rise the previous year.  
 
The relatively low growth rate of casualty insurance was 
attributed to the discount in the premium rate and the sluggish 
economy.  
 
6. Long-term and annuity insurance  
 
In fiscal 2003, long-term insurance recorded 8,579 billion won 
with a 6.8 percent rise the previous year.  
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Despite the most sluggish economy since the 1997/8 financial 
crisis, long-term insurance recorded sustainable growth in the 
non-life insurance industry.  
 
Specifically, the high growth rate of direct premiums written for 
long-term insurance is attributed to the increasing needs of 
health and accident etc.  
Shares of long-term and personal annuity insurance accounted 
for 44.4 percent of the total non-life insurance premiums.  
 
The following chart illustrates the changes in the proportions of 
direct premiums among the different lines of the non-life 
insurance business for the last 11 years. They succinctly show 
the higher growth of long-term and casualty insurance and the 
lower growth of automobile insurance.  
 
 
              Direct premiums trends by line 
10.6% 47.5%
37.8%
8.6%
29.9%
38.6%
41.1%
4.4%
4.4% 38.1%
5.2%
5.1%
14.0%
8.1%
7.0%FY'92
FY'97
FY'03
Fire & Marine Automobile Casualty Long-Term Others
 
       Source: Insurance Statistics Yearbook, KIDI, p289.  
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Expenditures  
 
1. Incurred losses  
 
Incurred losses increased by 11.1 percent over the previous year. 
This was mainly due to increasing losses in automobiles by a 
high car accident ratio and in casualty insurance by the typhoon. 
Also, the rise in the incurred losses was far above the 5.4 
percent rise of earned premiums.  
 
Incurred losses for automobile insurance totaled 5,679 billion 
won with a 16.3 percent rise due to the price competition, high 
growth rate of car accidents and the damage of the typhoon.  
 
Incurred losses for casualty insurance amounted to 614 billion 
won with a 30.4 percent rise due to the damage of the typhoon. 
 
              Incurred losses by line 
(Unit: KRW billion) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Fire 127 128 95 110 116 
Marine   93 104 107 133 154 
Automobile 3,646 4,136 4,338 4,884 5,679 
Guarantee 4,460 541 1,184 334 357 
Casualty 361 383 424 471 614 
Overseas Direct & Inward 67 107 133 123 148 
Long-Term 5,571 6,250 6,058 6,568 7,029 
Annuity 681 728 807 820 848 
Total 15,283 13,141 13,253 13,458 14,952 
Source: Insurance Statistics Yearbook, KIDI, p291. 
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Incurred losses for long-term insurance recorded 7,029 billion 
won with a 7.0 percent rise and 47.0 percent of total incurred 
losses. 
 
2. Investment income 
 
In fiscal 2003, net investment profit of the non-life insurance 
industry amounted to 1,495 billion won with a 68.7 percent rise 
over the previous year. That is mainly attributed to the 
improvement of the investment environment. 
 
3. Total income and expenditure  
 
              Total income and expenditure 
 (Units: billion won, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Underwriting 13,765 15,013 16,425 18,535 19,548 
Investment 2,519 1,745 2,240 2,100 2,306 
Other 530 368 963 652 671 
Income 
Total 16,813 17,126 19,628 21,288 22,525 
Underwriting 18,633 16,230 17,730 18,515 20,156 
Investment 878 963 527 1,214 810 
Other 619 807 814 965 820 
Expendi-
ture 
Total 20,129 17,999 19,071 20,694 21,786 
Underwriting -4,868 -1,217 -1,304 21 -608 
Investment 1,641 783 1,713 886 1,495 
Other -89 -439 149 -313 -149 
Net 
Balance 
Total -3,316 -873 557 594 739 
Tax 116 -57 339 269 175 
Net income/loss -3,448 -817 218 325 564 
Source: Insurance Trends, summer 2004, KIDI, p37.  
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In fiscal 2003, the non-life insurance industry recorded a net 
profit of 564 billion won with a 73.5 percent rise over the previous 
year.  But net profit of the non-life insurance industry excluding 
guarantee business is stuck at 321 billion won due to the 
expansion of underwriting loss. 
 
Net profit of the guarantee business increased sharply to 243 
billion won with a 50.0 percent rise from 162 billion won in fiscal 
2002 due to the improvement of net investment profit. 
 
4. Underwriting results  
 
In fiscal 2003, underwriting resulted in a loss of 608 billion won 
from profit in fiscal 2002. The decline in underwriting income was 
mainly due to the low growth rate of automobile and general 
insurance and due to the drastic increase in the loss ratio for 
automobile and casualty insurance.  
 
Earned-incurred loss ratio for non-life insurance recorded 77.6 
percent with a 3.0 percentage point rise the previous year. This 
was mainly due to the low growth of earned premium and the 
sharp increase of incurred losses by the typhoon.  
 
The earned-incurred loss ratio for automobile insurance is due to 
the reduction of premium income by price competition, and sharp 
increase of incurred loss ascribed to the high car accident ratio 
and the extensive damage caused by typhoon ‘Maemi’ in 
September 2003.  
 
The sharp increase of earned-incurred loss ratio for casualty 
insurance is attributed by the damage of the typhoon in the line 
of property comprehensive and other casualties.  
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            Earned-incurred loss ratio by line 
(Unit: %) 
Classification FY'99 FY'00 FY'01 FY'02 FY'03 
Fire 61.9 67.1 51.0 56.1 60.6 
Marine 43.9 46.4 46.0 50.6 55.2 
Automobile 73.0 73.2 67.2 68.4 76.7 
Guarantee 456.0 83.2 208.3 42.2 44.1 
Casualty 56.9 56.8 53.9 50.5 56.1 
Title - - - 6.1 2.9 
Overseas Direct  63.6 78.9 57.9 50.4 47.5 
Long-Term 92.6 90.9 84.4 81.6 82.4 
Annuity 112.6 118.4 121.7 120.8 123.4 
Total 109.1 82.4 80.9 73.6 77.6 
Note: Retirement insurance excluded.  
Source: Insurance Statistics Yearbook 2003, KIDI, pp342-381.  
 
 
          Loss ratio of non-life insurance 
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Source: Insurance Statistics Yearbook 2003, KIDI, pp338~41.  
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Management efficiency  
 
The earned-incurred loss ratio, calculated by dividing incurred 
losses by earned premiums recorded 77.6 percent with a 3.0 
percentage point rise the previous year. The loss ratios for all 
insurance lines deteriorated in fiscal 2003. In particular, the loss 
ratio for automobile and casualty insurance showed a sharp and 
significant increase of 8.3 percentage points and 5.6 percentage 
points. But, the expense ratio showed only a slight decrease from 
25.2 percent in fiscal 2002 to 24.6 percent in 2003.  
 
As a result, the combined ratio, which is the sum of the loss ratio 
and expense ratio, recorded 102.2 percent with a 3.4 percent 
point rise due to earned-incurred loss ratio increase in spite of 
the decline of the expense ratio from the business depression 
and restructuring.  
 
             Combined ratios 
(Unit: %) 
Classification FY '99 FY'00 FY 01 FY '02 FY '03 
Loss ratio 83.6 83.1 76.1 74.9 78.9 
Expense ratio 27.6 26.3 26.6 26.6 25.1 Direct 
Combined ratio 111.2 109.4 102.7 101.5 104.0 
Loss ratio 462.4 79.5 223.7 43.5 44.9 
Expense ratio 15.0 14.5 7.0 4.2 16.3 Guarantee 
Combined ratio 477.4 94.0 230.7 47.7 61.2 
Loss ratio 109.1 82.4 80.9 73.6 77.6 
Expense ratio 26.4 24.9 25.0 25.2 24.6 Total 
Combined ratio 135.5 107.3 105.9 98.8 102.2 
Source: Insurance Statistics Yearbook 2003, p341.  
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               Investment yield of invested asset 
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Source: 1) Insurance Statistics Yearbook 2003, KIDI, p300. 
2) Government bond (3yrs) is quoted from www.bok.or.kr 
 
 
In fiscal 2003, investment yield of the non-life insurance industry 
recorded 7.8 percent, the same as the previous year. Despite 
unstable financial markets including credit sector, this is mainly 
due to the bull stock market and high yield of loan assets.  
 
In the future, the non-life insurance industry is predicted to 
achieve lower investment yield than this year due to the 
continuous lower interest rate and economic depression. 
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Distribution  
 
1. Market share by distribution channel  
 
The overall non-life insurance market grew 3.5 percent in fiscal 
2003, and solicitors and agents produced 85.7 percent of this 
market. 
The proportion of premiums collected by solicitors and agents 
has continued to lessen since fiscal 2000, and sharply decrease 
by about 1.2 percentage point over the previous year.  
 
This is mainly due to sharp decrease of the proportions of 
premiums collected by solicitors. The decrease of the proportions 
of premiums collected by solicitors is ascribed to the price 
competition.  
 
Aside from agents and solicitors, the proportion of premiums 
collected by on-line channels (Cyber Marketing and Tele-  
 
              Market share by distribution channel 
(Units: billion won, %) 
Year FY '99 FY '00 FY '01 FY '02 FY '03 
Company 
employees 
1,304 
(9.0) 
1,227 
(7.4) 
1,771 
(9.6) 
2,395 
(11.6) 
2,226 
(9.9) 
Solicitors 
6,658 
(46.1) 
7,861 
(47.7) 
7,209 
(39.0) 
7,464 
(36.2) 
7,474 
(35.0) 
Agents 6,430 (44.5) 
7,221 
(43.8) 
9,291 
(50.2) 
10,550 
(51.2) 
10,837 
(50.7) 
Insurance pool 
60 
(0.4) 
169 
(1.0) 
231 
(1.2) 
202 
(1.0) 
173 
(0.8) 
Total 16,479 16,479 18,502 20,612 21,378 
Note: 1) Retirement insurance is included. 
2) Excluding TM, CM in Distribution Channel.  
Source: Insurance Statistics Yearbook 2003, KIDI, p290.  
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marketing) amounted to about 3.6 percent due to the advent of 
the special insurers. 
 
In spite of the automobile market depression, on-line market 
share of automobile insurance amounted to about 5.5 percent of 
direct premiums written from automobile insurance, due to the 
price competition and slim-automobile insurance products.  
 
 
2. Solicitors and insurance agents  
 
The non-life insurance distribution system in Korea can be 
divided into five categories: solicitors, agents, insurance pools, 
and insurance company employees, TM & CM.  
 
The following chart shows the market share of each distribution 
channel. Agents had the largest share, followed by solicitors, 
company employees.  
 
At the end of fiscal 2003, solicitors and agents totaled 60,178 
with a 10.8 percent rise and 48,217 with a 5.2 percent decline 
respectively over the previous year.  
 
 
Solicitors and insurance agents 
(Units: persons, %) 
Classification FY '99 FY '00 FY '01 FY '02 FY '03 
Number  83,466 68,896 57,061  54,291  60,178 
Solicitors 
Growth rate -4.9 -17.5 -17.1 -4.9 10.8 
Number 52,432  53,321 53,295  50,877  48,217 
Agents 
Growth rate 2.7 1.7 -0.05 -4.5 -5.2 
Source: Insurance Trends, summer 2004, KIDI, p71.  
 
Korean Insurance Industry 2004 
Korea Insurance Development Institute 92
         Market share by distribution channel in FY2003 
Company
Employees
9.9%
Agents
50.7%
Solicitors
35.0%
Insurance Pool
0.8%
 
Source: Insurance Statistics Yearbook 2003, KIDI, p290.  
 
The number of solicitors increased in fiscal 2003 due to the 
focused sales of long-term insurance.  This continuous decline of 
agents is due not only to continuous reforms within the insurance 
industry but also to the emergence of new distribution channels 
that are more efficient and productive. 
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Profiles of insurance companies 
 
1. Life insurance companies 
(Units: billion won) 
Company Date of establishment 
Paid-in 
capital Premiums Total assets 
Number of 
employees 
Korea Sep. 1946 3,550.0 9,387 32,774 5,636 
Allianz Dec. 1954 10.5 2,125 6,739 1,720 
Samsung May 1957 100.0 18,263 83,344 6,314 
Hungkuk May 1958 12.2 1,221 4,248 920 
Kyobo Aug. 1958 92.5 8,634 32,410 4,286 
Shinhan Apr. 1989 200.0 1,430 3,323  824 
Dongbu Apr. 1989 85.2 338 1,036  237 
Tongyang Apr. 1989 370.3 1,439 4,189  1,047 
MetLife Jun. 1989 97.7 663 1,846  424 
PCA Jun. 1990 87.2 138 227  163 
NewYork Jul. 1990 64.8 81 129  182 
Lucky Feb. 1988 139.1 264 1,092  176 
Kumho Apr. 1988 211.2 950 3,393  891 
SK Mar. 1988 271.3 1,321 4,235  1,099 
Hanil Aug. 1993 115.0 23 67  77 
Prudential Jun. 1989 50.0 742 1,831  474 
ING Sep. 1991 70.0 1,687 3,462  458 
Hana Feb. 1988 30.0 134 165  58 
LINA Apr. 1987 4.2 233 331  166 
AIG May. 1987 10.0 921 1,229  443 
Cardif Sep. 2001 5.7 1 2 14 
SH&C Oct. 2002 30.0 113 140 64 
GreenCross Apr. 2003 48.8 286 1,149  499 
Note: As of the end of fiscal 2003 
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2. Non-life insurance companies  
(Units: billion won)  
Company 
Date of 
establishment 
Paid-in 
capital 
Direct 
premiums Total assets 
Number of 
employees 
Oriental Oct. 1922 42.9 1,544 2,332 1,947 
Shindongah Apr. 1946 77.4 810 1,129 1,277 
Daehan May 1946 42.1 516 787 889 
Green Feb. 1947 47.5 365 456 651 
Ssangyong Mar. 1947 55.1 751 1,030 1,142 
First Mar. 1949 133.9 836 1,124 1,108 
Samsung Jan. 1953 26.5 6,294 12,783 4,006 
Hyundai Mar. 1955 44.7 2,894 4,958 2,900 
LG Jan. 1959 30 2,707 4,047 2,550 
Dongbu Mar. 1962 35.4 2,774 4,100 2,117 
Kyobo Sep. 2001 60 248 170 861 
Seoul 
Guarantee  
Insurance 
Feb. 1969 10,331.90 943 3,080 884 
Korean Re Mar. 1963 53.5 1.2 2,358 228 
AIG Apr. 1968 39 134 104 163 
Mitshui 
Sumitomo 
Oct. 2002 35.5 2.7 194 19 
ACE Apr. 1985 5.5 39 20 57 
Federal Jul. 1992 3 13 34 40 
EDUCAR Nov. 2003 40 9.5 41 161 
Royal Jun. 2000 39.2 1.4 12.4 8 
Daum Direct Jun. 2003 30 4 20.3 126 
Note: As of the end of fiscal 2003 
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Websites 
 
1. Life insurance companies 
Company Homepage 
Korea Life Insurance Co., Ltd. www.korealife.com 
Allianz Life Insurance Co., Ltd. www.allianzfirstlife.co.kr 
Samsung Life Insurance Co., Ltd. www.samsunglife.com 
Hungkuk Life Insurance Co., Ltd. www.hungkuk.co.kr 
Kyobo Life Insurance Co., Ltd. www.kyobo.co.kr 
Shinhan Life Insurance Co., Ltd. www.shinhanlife.co.kr 
Dongbu Life Insurance Co., Ltd. www.dongbulife.co.kr 
Tongyang Life Insurance Co., Ltd. www.myangel.co.kr 
MetLife Insurance Company of Korea., Ltd. www.metlifekorea.co.kr 
The PCA Life Insurance Co. Ltd. www.pcakorea.co.kr 
NewYork Life Insurance Ltd. www.nyli.co.kr 
Lucky Life Insurance Co., Ltd. www.luckylife.co.kr 
Kumho Life Insurance Co., Ltd. www.kumholife.co.kr 
SK Life Insurance Co., Ltd. www.sklife.com 
Hanil Life Insurance Co., Ltd. www.hanillife.co.kr 
The Prudential Life Insurance Company of Korea www.prudential.co.kr 
ING Life Insurance Co., Ltd. www.inglife.co.kr 
Hana Life Insurance Co., Ltd. www.hanalifeinsurance.co.kr 
Life Insurance Company of North America, Korea 
Branch 
www.lina.co.kr 
American International Assurance Company, Korea 
Branch 
www.aiglife.co.kr 
Cardif Assurance Vie Korea www.cardifkorea.com 
SH&C Life Insurance Co., Ltd www.shnc.co.kr 
GreenCross Life Insurance Co., Ltd. www.healthcare.co.kr 
 
 
 
 
Korean Insurance Industry 2004 
Korea Insurance Development Institute 98
2. Non-life insurance companies  
Company Homepage 
The Oriental Fire & Marine Insurance Co., Ltd. www.insuworld.co.kr 
Shindongah Fire & Marine Insurance Co., Ltd. www.sdafire.com 
Daehan Fire & Marine Insurance Co., Ltd. www.daeins.co.kr 
Green Fire & Marine Insurance Co., Ltd. www.greenfire.co.kr 
Ssangyong Fire & Marine Insurance Co., Ltd. www.insurance.co.kr 
First Fire & Marine Insurance Co., Ltd. www.insumall.co.kr 
Samsung Fire & Marine Insurance Co., Ltd. www.samsungfire.co.kr 
Hyundai Marine & Fire Insurance Co., Ltd. www.hi.co.kr 
LG Fire & Marine Insurance Co., Ltd. www.lginsure.com 
Dongbu Fire & Marine Insurance Co., Ltd. www.idongbu.com 
Kyobo Auto Insurance www.kyobodirect.com 
Seoul Guarantee Insurance Co., Ltd. www.sgic.co.kr 
Korea Reinsurance Co., Ltd. www.koreanre.co.kr 
AIG General Insurance  www.aiggeneral.co.kr 
Mitshui Sumitomo - 
ACE American Insurance Company Korea Branch www.aceinsurance.co.kr 
Federal Insurance Company Korea www.chubbkorea.co.kr 
EDUCAR www.educar.co.kr 
Royal & Sun Alliance www.royalsunkorea.com 
Daum Direct www.direct1.co.kr 
 
3. Related organizations  
Organization Homepage 
Ministry of Finance and Economy www.mofe.go.kr 
Financial Supervisory Commission www.fsc.go.kr 
Financial Supervisory Service www.fss.or.kr 
Korea Deposit Insurance Corporation www.kdic.or.kr 
Korean Fire Protection Association www.kfpa.or.kr 
Korea Life Insurance Association www.klia.or.kr 
Korea Non-Life Insurance Association www.knia.or.kr 
 
